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SUNRAY OIL CORPORATION 


Notice of Special Meeting of Stockholders 
December 5, 1947. 


Novice IS HEREBY GIvEN that a special meeting of the stockholders of Sunray Oil Cor- 
poration, a Delaware corporation (hereinafter called ‘‘Sunray’’), will be held at the 
principal office of Sunray in the State of Delaware, No. 100 West Tenth Street, Wilmington, 


Delaware, on December 5, 1947, at 2 o’clock p. m., Hastern Standard Time, for the following 
purposes: 


1. To consider and vote upon an Agreement of Merger, dated October 
18, 1947, providing for the merger of Pacific Western O1] Corporation, 
a Delaware corporation, and Mission Corporation, a Nevada corpora- 
tion, with and into Sunray, a copy of which Agreement of Merger is 
annexed as Exhibit A to the Proxy Statement being mailed to stock- 
holders; and 


2. To transact such other business as may properly come before the meet- 
ing, or any adjournment or adjournments thereof. 


Only stockholders of record at the close of business on November 1, 1947, are entitled 
to notice of and to vote at the meeting, or any adjournment or adjournments thereof. 


By order of the Board of Directors. 


W. D. Forster, 
Secretary. 


Tulsa, Oklahoma, 
November 5, 1947. 


SUNRAY OIL CORPORATION 


Proxy Statement for Special Meeting of Stockholders 
December 5, 1947 


This statement is furnished in connection with the solicitation by the management of Sunray Oil Corpora- 
tion, a Delaware corporation (hereinafter called ““Sunray”) of proxies to be voted at a special meeting of 
stockholders of Sunray to be held on December 5, 1947, for the purposes set forth in the accompanying Notice 
of such special meeting of stockholders dated November 5, 1947. Holders of 44%4% Cumulative Preferred 
Stock, Series A, and Common Stock will be entitled to vote at the meeting. Stockholders who execute proxies 
may revoke them at any time before they are voted. 


PROPOSED MERGER 
At the meeting there will be submitted a proposal to adopt an Agreement of Merger, dated October 18, 
1947 (hereinafter called the “Agreement of Merger’) providing for the merger of Pacific Western Oil Corpo- 
ration, a Delaware corporation (hereinafter called “Pacific’) and Mission Corporation, a Nevada corporation 
(hereinafter called “Mission”) with and into Sunray. Said three corporations are hereinafter sometimes called 
the “Constituent Corporations”. A copy of the Agreement of Merger is annexed hereto as Exhibit A. 


The Agreement of Merger will become effective upon the adoption thereof by the votes of stockholders 
representing at least two-thirds of the total number of shares of capital stock of each of Sunray and Pacific 
(and in the case of Sunray, two-thirds of the outstanding number of shares of its 444% Cumulative Preferred 
Stock, Series A, voting as a class) and a majority of the issued and outstanding shares of Mission and the 
filing and recording thereof in the manner provided by law. Upon the Agreement of Merger becoming effective, 
the separate existence of the Constituent Corporations will cease and the Constituent Corporations will be 
merged into Sunray, which will survive the merger and will succeed to all the rights and property and be 
subject to all the debts, liabilities and duties of the Constituent Corporations. 


The Agreement of Merger provides that it shall not become effective if Sunray shall not have acquired, 
prior to or simultaneously with the time at which the Agreement of Merger is otherwise to become effective, 
and shall not then be the owner and holder of, the 1,169,449 shares of Capital Stock, of the par value of $10 
each, of Pacific referred to in the first paragraph under the heading “Purchase by Sunray of Capital Stock 
of Pacific” and further provides that it may be abandoned (a) by any of the Constituent Corporations at any 
time prior to its adoption by the steckholders of all of the Constituent Corporations, or (b) by mutual consent 
of the Constituent Corporations at any time prior to its effective date. Other prerequisites to the consummation 
of the merger, as more fully set forth under the heading “Sale of Securities by Sunray,” are the sale by Sunray 
on the effective date of the Agreement of Merger of 1,923,447 shares of Common Stock of Tide Water 
Associated Oil Company, a Delaware corporation (hereinafter called “Tide Water’) and of new debentures, 
or debentures and notes, and shares of an initial series of Second Preferred Stock of Sunray. 


CAPITALIZATION AND BASIS OF CONVERSION 

The Agreement of Merger provides that Sunray shall, upon the merger becoming effective, have an 
authorized capital stock consisting of 500,000 shares of Cumulative Prior Preferred Stock, of the par value 
of $100 each, issuable in series (hereinafter called “Prior Preferred Stock”), the initial series of which 
shall consist of 403,500 shares of Cumulative Prior Preferred Stock, 444% Series of 1947 (hereinafter 
called “1947 Prior Preferred Stock”), 300,000 shares of Cumulative Second Preferred Stock, of the par value 
of $100 each, issuable in series (hereinafter called “Second Preferred Stock’) and 15,000,000 shares of 
Common Stock, of the par value of $1 each (hereinafter called ‘“‘Conimon Stock”). The shares of the 1947 Prior 
Preferred Stock will be entitled to dividends at the rate of 414% per annum, will be entitled upon redeniption 
or upon voluntary dissolution, liquidation or winding up of the Corporation to $104 per share with successive 
reductions thereafter for each two year period until $100 per share is reached, plus accrued dividends in each 
case, will be entitled upon involuntary dissolution, liquidation or winding up of the Corporation to $100 per 
share plus accrued dividends and will be entitled to the benefit of a sinking fund intended to retire 3% per 
annuin of the greatest number of shares at any one time theretofore outstanding. The nuinber of shares 
of capital stock of Sunray which will be authorized but unissued immediately after the effective date of the 
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Agreement of Merger will be a minimum of 96,509.7 shares and a maximum of 238,106.4 shares of Prior 
Preferred Stock (of which a minimum of 9.7 shares and a maximum of 141,606.4 shares will be 1947 Prior 
Preferred Stock), a minimum of no shares and a maximum of approximately 247,500 shares of Second 
Preferred Stock, and 5,701,330.9 shares of Common Stock (of which 93,839 shares will be reserved for 
issuance upon the exercise of the option referred to under the heading *‘Commission” and an estimated maxi- 
mum of 3,000,000 shares will be reserved for isstance upon conversion of the initial series of Second 
Preferred Stock referred to under the heading ‘Sale of Securities by Sunray”). Such authorized but unissued 
shares (other than shares of Commion Stock reserved as aforesaid) may, subject to the provisions of the laws of 
the State of Delaware and the Certificate of Incorporation, as amended, be issued at such time or times, upon 
such terms and for such consideration as the Board of Directors of Sunray may deem advisable, without further 
action by or approval of the holders of Common Stock, and are being authorized to provide a means for 
such future financing as the Board of Directors of Sunray may deem advisable. Sunray has no present plans 
for the issuance of any such shares. 


As of October 1, 1947, Sunray had outstanding 270,000 shares of 444% Cumulative Preferred 
Stock, Series A, of the par value of $100 each (hereinafter called “old Preferred Stock”), including 8,106.4 
shares held in its treasury which will be retired prior to the effective date of the Agreement of Merger, and 
4,699,801.325 shares of Common Stock, including 28,615.525 shares held in its treasury. The Board of 
Directors of Sunray has declared a dividend on its Common Stock, payable in shares of its Commion Stock 
on November 17, 1947, to holders of record at the close of business on October 1, 1947, at the rate of 5% 
of the number of shares held of record by each holder. The Agreement of Merger provides that the shares of 
Common Stock of Sunray which shall be outstanding on the effective date of the Agreement of Merger 
(including any shares held in the treasury of Sunray) shall not be changed as a result of the merger and 
shall remain outstanding and that each share of old Preferred Stock of Sunray which shall be outstanding 
on such date (including any shares held in the treasury of Sunray) shall be converted into 1 share of 1947 
Prior Preferred Stock of Sunray. 


As of October 1, 1947, Pacific had outstanding 1,376,430 shares of Capital Stock, of the par value 
of $10 each (hereinafter called “Capital Stock of Pacific”), including 4,700 shares held in its treasury. 
The Agreement of Merger provides that each share of Capital Stock of Pacific which shall be outstanding 
on the effective date of the Agreement of Merger (except any shares held in the treasury of Pacific or owned 
by any other Constituent Corporation) shall be converted into 7/10ths of 1 share of 1947 Prior Preferred Stock 
of Sunray and that any shares of Capital Stock of Pacific held in the treasury of Pacific or owned by any 
other Constituent Corporation shall cease to exist. (Attention is called to the fact that the shares of Capital 
Stock of Pacific purchased by Sunray as set forth under the heading “Purchase by Sunray of Capital Stock 
of Pacific” will, pursuant to this provision of the Agreement of Merger, cease to exist on the effective date 
thereof and will not be converted into 1947 Prior Preferred Stock of Sunray.) The Agreement of Merger 
further provides that no certificates for fractional shares of 1947 Prior Preferred Stock of Sunray shall be issued 
upon the surrender and exchange of certificates which, prior to the effective date of the Agreement of Merger, 
represented shares of Capital Stock of Pacific, but in lieu thereof Sunray shall, at its election (a) make cash 
payments at the rate of $100 per share of 1947 Prior Preferred Stock of Sunray or (b) execute and deliver 
non-voting and non-dividend bearing scrip certificates (exchangeable within such period as may be fixed by 
the Board of Directors, upon surrender thereof with other scrip certificates aggregating one or more full 
shares, for stock certificates for the number of full shares represented) for fractions of shares, in such form and 
containing such terms and conditions as the Board of Directors may approve. 

As of October 1, 1947, Mission had outstanding 1,379,545 shares of Capital Stock, of the par value of 
$10 each (hereinafter called “Capital Stock of Mission”), including 5,400 shares held in the treasury of 
Mission and 641,808 shares owned by Pacific. The Agreement of Merger provides that each share of 
Capital Stock of Mission which shall be outstanding on the effective date of the Agreement of Merger 
(except any shares held in the treasury of Mission or owned by any other Constituent Corporation) shall 
be converted into 6 shares of Common Stock of Sunray and that any shares of Capital Stock of Mission held 
in the treasury of Mission or owned by any other Constituent Corporation shall cease to exist. 


As set forth below under the heading “Purchase by Sunray of Capital Stock of Pacific” Sunray has agreed 
to purchase, subject to certain conditions, approximately 85% of the Capital Stock of Pacific at the price of 
$68 per share and intends to invite tenders of the balance of such stock at the same price. The price of $68 
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per share was arrived at through arms’ length negotiations with the sellers. Relatively little weight was given 
to the market price on the New York Stock Exchange of Capital Stock of Pacific which on the date of the agree- 
incnt was approximately $52 per share. The basis of the conversion oi shares of Capital Stock of Pacific 
not tendered into shares of 1947 Prior Preferred Stock of Sunray was arrived at through arms’ length nego- 
tiations with the management of Pacific and the cash price of $68 per share referred to above was the most 
important factor in determining this basis. On the date of the Agreement of Merger the market price on the 
New York Stock IExchange of Capital Stock of Pacific was approximately $57 per share. The basis of the 
conversion of shares of Capital Stock of Mission into shares of Common Stock of Sunray was arrived at 
through arms’ length negotiations with the management of Mission. Again relatively little weight was 
given to the market price on the New York Stock Exchange of Capital Stock of Mission, which on the date 
of the Agreement of Merger was approximately $54 per share. On said date the market price on the New 
York Stock Exchange of six shares of Common Stock of Sunray was approximately $68. In connection 
with the negotiations referred to above, the management of Sunray gave careful consideration to various factors 
involved, particularly the values to Sunray of the businesses and properties of Pacific and Mission and their 
subsidiaries. In this connection the management of Sunray was assisted by preliminary estimates by petroleum 
engineers of the oil and gas reserves of Pacific and Skelly Oil Company, a Delaware corporation (hereinatter 
called “Skelly” ), which is a subsidiary of Mission. Furthermore, the management considered financial state- 
ments of and other available data concerning Pacific and Mission and their subsidiaries. After thorough 
consideration of the various factors the management came to the conclusion that the purchase of Capital Stock 
of Pacific at the price of $68 per share and the merger of Pacific and Mission into Sunray on the basis set 
forth in the Agreement of Merger would be of benefit to the stockholders of Sunray. 


PURCHASE BY SUNRAY OF CAPITAL STOCK OF PACIFIC 


Thomas A. J. Dockweiler and George Franklin Getty, IJ, as trustees under a Declaration of Trust dated 
December 31, 1934, naming Sarah C. Getty as trustor and J. Paul Getty as original trustee (hereinafter called 
the “Trustees”) own 699,422 shares, and J. Paul Getty, individually and as testamentary trustee under the 
Decree of Partial Liquidation of the Estate of Sarah C. Getty, deceased (hereinafter called “Getty”) owns 
470,027 shares, of Capital Stock of Pacific, being an aggregate of 1,169,449 shares of such stock or approximately 
85% of the total amount outstanding. By an agreement dated October 4, 1947, as amended, upon the terms and 
subject to the conditions contained therein, the Trustees and Getty have agreed to sell to Sunray and Sunray has 
agreed to purchase from the Trustees and Getty, immediately prior to the Agreement of Merger beconiung 
effective, at the price of $68 per share, the shares of Capital Stock of Pacific owned by the Trustees and Getty. 
The obligations of the Trustees and Getty under the agreement are subject to the conditions that (a) they shall 
be satisfied through obtaining either a closing agreement or ruling from the U. S. Treasury Department or a 
satisfactory opinion of counsel that any profits realized by them or any of the beneficiaries of the said Sarah C. 
Getty trust dated December 31, 1934, upon such sale will be taxable as capital gains under the Internal Revenue 
Code and that none of said persons will incur liability as an alleged transferee of Pacific as a result of such sale and 
the subsequent consummation of the merger, (b) such sale shall be consummated prior to December 23, 1947 
(which date could be extended by agreement with the Trustees and Getty), and (c) the stockholders of 
Pacific other than the Trustees and Getty shall be given an opportunity to sell their shares to Sunray at the 
price of $68 per share. The obligations of Sunray under the agreement are subject to certain conditions, among 
which are conditions that (a) Sunray shall be satisfied through obtaining either a closing agreement or a ruling 
from the U. S. Treasury Department or a satisfactory opinion of counsel that the merger will constitute a tax-free 
reorganization under Section 112 of the Internal Revenue Code, (b) arrangements for the financing necessary to 
enable Sunray to consummate the purchase and the merger shall be successfully concluded, and (c) there shall 
have been no substantial adverse changes in the financial conditions of Pacific, Mission or Skelly, subsequent 
to August 31, 1947, other than changes occurring in the usual course of business. 

The Board of Directors of Sunray intends to invite tenders during a period expiring on November 21, 1947, 
of shares of Capital Stock of Pacific other than shares owned by the Trustees and Getty for purchase by Sunray 
at the price of $68 per share. If the purchase by Sunray of the shares of Capital Stock of Pacific owned 
by the Trustees and Getty is consummated prior to December 23, 1947 (or such later date as the Trustees 
and Getty may agree to), simultaneously therewith all tenders will be accepted; if such purchase is not con- 
summated prior to December 23, 1947 (or such later date as the Trustees and Getty may agree to), the 
certificates for all shares tendered will be returned. 


SALE OF SECURITIES BY SUNRAY 


By an agreement dated October 27, 1947, upon the terms and subject to the conditions contained therein, 
Sunray has agreed to sell to Tide Water, and Tide Water has agreed to purchase from Sunray, on the effective 
date of the Agreement of Merger, the 1,923,447 shares of Common Stock of Tide Water now owned by Pacific 
(577,854 shares) and Mission (1,345,593 shares) at the price of $25 per share, or an aggregate of $48,086,175. 
The obligations of Tide Water under the agreement are subject to the approval of legal matters by counsel 
and to certain other conditious, among which are conditions that (a) Tide Water shall make arrangements 
satisfactory to it for the issue and sale privately on or before the effective date of the Agreement of Merger, 
of $50.000,000 of its twenty-five year debentures; (b) the Agreement of Merger shall become effective on or 
before December 23, 1947, or such later date as Tide Water may agree to; (c) the purchase, the accompanying 
reduction of capital and the issue and sale of such debentures by Tide Water shall be approved by the affirma- 
tive vote of the holders of at least a majority of all of its outstanding stock having voting power, which vote 
shall include the affirmative vote of the holders of at least a majority of such stock other than the above-mentioned 


shares to he purchased hy Tide Water; and (d) the purchase shall be approved by the New York Stock 
Exchange. 


The Board of Directors of Sunray presently contemplates that on the effective date of the Agreement of 
Merger Sunray will obtain funds in an amount which, together with approximately $4,150,000 from its general 
funds, will be sufficient for (a) the purchase of shares of Capital Stock of Pacific as set forth under the heading 
“Purchase by Sunray of Capital Stock of Pacific” which will require a maximum of $93,277,640 if all of the 
outstanding shares of such stock are purchased, (b) the redemption of the $20,000,000 outstanding principal 
amount of its Twenty Year 27g% Debentures, due July 1, 1966, at 10334 % of the principal amount, which will 
require $20,750,000 (exclusive of accrued interest) and (c) the payment of its 174% Promissory Note, 
payable in installments 1947 to 1956, at the principal amount, which will require $9,000,000 (exclusive of 
accrued interest). (The redemption of Sunray’s Twenty Year 274% Debentures and the payment of its 
17% Promissory Note are necessitated by reason of the fact that the acquisition by Sunray of Skelly as a 
subsidiary, in view of Skelly’s present funded debt, would be a violation of the provisions of the indenture and 
the loan agreement under which such debentures and note were respectively issued.) The Board of Directors 
of Sunray further contemplates that such funds will be obtained through the sale to Tide Water of 1,923,447 
shares of Common Stock of Tide Water as set forth above, which will provide $39,870,770 after reserve for 
income taxes on such sale, and through the sale of new debentures, or debentures and notes to banks, and an 
initial convertible series of Second Preferred Stock, of Sunray. The new debentures and the initial series of 
Second Preferred Stock will be purchased and offered to the public by a group of investment bankers and the 
new notes, if any, will be privately placed by Sunray. The amount of funds to be obtained by Sunray through 
the sale of new debentures, or debentures and notes, may be as much as $60,000,000, with the balance being 
obtained through the sale of the initial series of Second Preferred Stock or conversely the amount of funds 
to be obtained by Sunray through the sale of the initial series of Second Preferred Stock may be as much as 
$30,000,000, with the balance being obtained through the sale of new debentures, or debentures and notes. 
It is the present intention of the Board of Directors, subject to change depending upon market conditions, that 
the amount of such securities to be sold by Sunray will be approximately $54,000,000 of funded debt 
(thus increasing Sunray’s funded debt by $25,000,000 over the amount presently outstanding), consisting 
of approximately $39,000,000 principal amount of debentures and approximately $15,000,000 principal 
amount of notes, and a maximum of approximately 250,000 shares of the initial series of Second Preferred 
Stock, subject to reduction to the extent that shares of Capital Stock of Pacific other than shares owned by the 
Trustees and Getty are not tendered to Sunray pursuant to the invitation referred to above. 


By an agreement dated October 4, 1947, as amended, between Sunray and Eastman, Dillon & Co., 
Eastman, Dillon & Co. has agreed, subject to certain conditions, to arrange for the requisite financing by 
Sunray referred to above. 


The terms of the new debentures, or debentures and notes, and the provisions of the initial series of 
Second Preferred Stock not fixed by the amended Certificate of Incorporation of Sunray, will be determined 
by the Board of Directors shortly before the public offering of the new debentures and the shares of the 


6 


initial series of Second Preferred Stock, in the light of then existing market conditions. It is the present 
intention of the Board of Directors, subject to change depending upon market conditions, that (assuming 
that both new debentures and new notes are sold) (a) the debentures will mature in not more than 20 
years, will bear interest at the rate of not less than 274% nor more than 314% per annum and will be 
entitled to the benefit of a sinking fund, commencing after the maturity of the notes, intended to retire not 
ess than 6624% of the issue prior to maturity; (b) the notes will be payable in installments over a period 
of not more than 10 years and will bear interest at a rate of not less than 134% nor more than 2% per 
annum; (c) the debentures and notes will have no conversion rights; and (d) the shares of the miutial 
series of Second Preferred Stock will be entitled to dividends at a rate of not less than 334% nor more 
than 5% per annum, will be convertible into Common Stock at an initial conversion price per share of 
Common Stock not less than the market price of the Common Stock at the time the conversion price 1s 
fixed nor more than 25% above such market price, will be entitled upon redemption or upon voluntary 
dissolution, liquidation or winding up of the Corporation to an amount not less than $3.25 nor more tnan 
$5 per share above the initial public offering price with successive reductions thereafter until the initial 
public offering price is reached, plus accrued dividends in each case, and will not be entitled to the benefit 
of any purchase fund or sinking fund. 


Public offering prices and underwriting discounts or commissions on the new debentures and on the 
initial series of Second Preferred Stock will depend upon conditions in the investment market immediately 
prior to the offering thereof and cannot be determined at this time. It is presently contemplated that under- 
writing discounts or commissions will amount to not more than 2% of the principal amount of the new 
debentures and not more than 6% of the par value of the initial series of Second Preferred Stock. 


COMMISSIONS 


By an agreement dated October 29, 1947, Sunray has agreed to pay to Eastman, Dillon & Co. for its 
services in originally conceiving a plan for the acquisition by Sunray of shares of Capital Stock of Pacific 
and for the merger, in initiating and conducting negotiations with respect thereto and in negotiating on behalf 
of Sunray for the sale of shares of Common Stock of Tide Water, in the event that the merger shall become 
effective, in 20 equal annual installments commencing on January 1, 1949, of $87,700, without interest, an 
aggregate of $1,754,000. By an agreement dated October 27, 1947, Sunray has agreed to pay to E. A. Parkford 
for his services in connection with the acquisition by Sunray of shares of Capital Stock of Pacific and the 
sale by Sunray of shares of Common Stock of Tide Water, in the event that the merger shall become effective, 
the amount of $292,362, within 10 days after such effective date. The basis on which the aggregate amounts to be 
paid to Eastman, Dillon & Co. and E. A. Parkford, respectively, was determined was approximately $1.50 per 
share and 25¢ per share, respectively, on the 1,169,449 shares of Capital Stock of Pacific to be purchased by 
Sunray from the trustees and Getty as set forth under the heading ‘Purchase by Sunray of Capital Stock of 
Pacific” and such amounts were deterniined through arm’s-length negotiations. 


Sunray is advised that as of October 1, 1947, various partners of Eastman, Dillon & Co., owned beneficially 
an aggregate of 74,768 shares of Common Stock of Sunray, 400 shares of Capital Stock of Mission and 4,300 
shares of Common Stock of Skelly. By agreements made in 1944 and 1946, respectively, Sunray agreed to 
pay to Eastman, Dillon & Co. for its services in bringing about the mergers into Sunray of Darby Petroleum 
Corporation, a Delaware corporation (hereinafter called “Darby’), which was merged into Sunray on 
June 12, 1944, and Transwestern Oil Company, a Delaware corporation (hereinafter called “Transwestern”), 
which was merged into Sunray on August 2, 1946, respectively, in 10 equal annual installments and 15 equal 
annual installments, respectively, commencing on June 1, 1945, and September 1, 1946, respectively, of $42,166.80 
and $16,666.67, respectively, without interest, an aggregate of $421,668 and $250,000, respectively, of which 
payments an aggregate of $295,167.60 and $216,666.66, respectively, remain to be paid. In connection with 
the financing of the mergers into Sunray of Darby and Transwestern, Eastman, Dillon & Co., reccived net 
underwriting discounts or commissions, after deducting dealers’ concessions on sales to dealers, of $59,710 and 
$194,025, respectively. By an agreement dated August 2, 1946, Sunray granted to Eastman, Dillon & Co., for a 
total consideration of $9,000, an option to purchase an aggregate of 90,000 shares of Common Stock of Sunray 
at $10.875 per share if purchased on or before July 15, 1949, and $11.875 per share if purchased thereafter and 
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on or before July 15, 1952, such number of shares and such prices to be subject to adjustment in certain events. 
As a result of the 5% Common Stock dividend to be paid on November 17, 1947, referred to above under the 
heading “Capitalization and Basis of Conversion”, such number of shares will be increased to 93,839 and such 
prices will be decreased to $10.43 and $11.39, respectively. Such option was granted to Eastman, Dillon & Co. 
by the corporation to maintain the interest of Eastman, Dillon & Co., in the affairs of Sunray. Eastman, Dillon 
& Co. has assigned its rights under such agreement to, and such rights are now held by, the general partners 
and a former general partner of the firm. 


As more fully set forth under the heading, “Purchase by Sunray of Capital Stock of Pacific’, Eastman, 
Dillon & Co. has agreed, subject to certain conditions, to arrange for certain financing by Sunray, involving 
the sale of debentures, or debentures and notes, and an initial series of Second Preferred Stock, of Sunray. 
The debentures and the initial series of Second Preferred Stock will be purchased and offered to the public 
by a group of investment bankers and the notes, if any, will be privately placed. The extent of the participation 
of Eastman, Dillon & Co. in the underwriting of the debentures and the initial series of Second Preferred Stock 
cannot be determined at this time. Eastman, Dillon & Co. may receive a placement fee of not more than 
% of 1% of the principal amount of the notes, if any, which are sold by Sunray. 


COST OF MERGER 
It is estimated that the aggregate cost to Sunray of the merger and the related transactions described 
above, exclusive of the cost of the purchase of shares of Capital Stock of Pacific, based upon the present 
intentions of the board of directors of Sunray as to financing set forth under the heading “Sale of Securities 
by Sunray’, will be as follows: 


Premium payable on redemption of Twenty Year 27%% Debentures, due 

Jue Iba ee ee ee $ 750,000 
Maximum difference between interest charges on funded debt to be refunded 

and interest charges on that part of the new funded debt which is applicahle 

to such refunding, calculated over the respective terms of the issues to be 

refunded and assuming interim retirements of such issues in accordance with 

the applicable sinking fund or repayment provisions and proportional annual 


interim retirements of the new funded debtececcecccccccccccccceccscesececesececeseeseeseceeecoeeee 260,000* 
Maximum HuGenvymitine (iscoutits Of COMMIS sols. eee 2,230,000 
Compensation payable to Eastman, Dillon & Co., in 20 annual installments, 

PMO MMIC LeStmeets. es pol eS mee eee eee 1,754,000* 
Compensation payable to E. A. Parkford.ecccccccccccccccscseescsesccssesceesesceseceseceeseeeeceseeese 292,362 


Other expenses in connection with the merger and the related financing, includ- 
ing expenses of registration under Securities Act of 1933, printing and 
engraving, fees of trustees, transfer agents, registrars, counsel, accountants 
PING eM oN eers wlISttie fees, CC... 225... a ee 500,000 


* Not discounted to present worth. 


BUSINESSES OF PACIFIC, MISSION AND SKELLY 
The following information concerning Pacific, Mission and Skelly has been furnished to Sunray by them. 


Pacific 

Pacific is engaged in the business of exploring, acquiring interests in and developing prospective and 
proven oil and gas lands, in the production, gathering and sale of crude oil and in the production and sale 
of natural gas. The production of natural gas constitutes an insignificant part of its business. It is currently 
producing crude oil and/or natural gas in the States of Arkansas, California, Kansas, Louisiana, Montana, 
New Mexico, Texas and Wyoming. It does not own or operate any refineries, natural gasoline plants, pipe 
lines (except those incidental to the gathering of crude oil from its wells and the disposition thereof) or 
marketing facilities. 


Pacific owns 641,808 shares (approximately 47%) of the outstanding Capital Stock of Mission and 577,854 
shares (approximately 9%) of the outstanding Common Stock of Tide Water. 


Pacific also owns all of the outstanding capital stock of Getty Realty Corporation which owns and 
operates the Hotel Pierre, a 42-story luxury hotel, located at 61st Street and 5th Avenue, New York, N. Y. 
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The following tabulation shows Pacific’s net production of crude oil (including the net production of 
George F. Getty, Inc., a Delaware corporation, prior to its merger into Pacific on May 31, 1946) during the 
last three years and the first eight months of 1947 (see Note) : 


Net 

Production 
Year (barrels) 
(ESLNBE soo a es lee eener rc renee ere ance 4,726,611 
CI ne, a ee 4,200,741 
6 > 3,805,505 

8 months 

\CP posh 9 nr...) ae. 2,445,384 


Nore: Wherever used in this Proxy Statement, the term “net production of crude oil” means the particular corporation’s 
share of the gross production from all wells in which it has an interest remaining after the deduction of royalty interests to 
others, i.e., such corporation’s working interest, plus royalties which it owns, and the term “barrels” means barrels of 42 
U. S. gallons. 


Pacific estimates that during August, 1947, approximately 9% of its daily average net production 
was from wells under proration. 


The following tabulation shows, as of August 31, 1947, the approximate acreage of Pacific’s producing 
and non-producing oil and gas properties, the number of producing oil and gas wells thereon, and the location 
thereof by states (see Note): 


Number of 


—_ Acreage -—--—Producing Wells——_. 

State Producing Non-Producing Oil Gas 

Pr ads icp een cele cs 50 — 3 — 
Cc ee oi 98,813 490 5 
Gillen sla: a ee ee ee — 5823 — — 
UR Sue Ae 82 Sass 13 — 
ILAQIWUIGIRDULG. cco ene ee 20 707 ] — 
AWoIne tie, 0 ee 53 51,662 9 ~- 
BN CNOMMINTO NICO. noose cece cccce eee 1,080 3,614 3] — 
US io ee 268 17,549 34 — 
Wel WMG TUN eee occas ened te 227 80,425 18 — 
NOS pres — 111,983 —— —— 
OSS ee S20) 420,769 599 5 


Nore: Certain terms, as used in this Proxy Statement, are briefly defined as follows: “producing acreage” means the acreage 
of properties on which there are one or inore producing wells; “producing wells” means wells which are currently productng ; 
“mineral fee” acreage means land to which the mineral rights, but not the remaining property rights, are owned in fee; “working 
interest” means the interest of a lessee in the oil and gas produced; “royalty interest’? means the interest of a lessor, or a part 
of such interest acquired by another, in the oil and gas produced. 


In the above table, (a) acreage is computed as follows: (1) where the entire fee or mineral fee interest, or the entire working 
ititerest in leaseholds, is owned, the total acreage is included, (2) where only a fractional part of any interest described under (1) 
is owned. only a corresponding part of the total acreage is included, and (3) where only a royalty interest is owned, no part of the 
acreage is included: (b) the number of producing wells includes the total number of such wells on leases in which all or a part of 
the working interest is owned; producing wells on properties in whicl: only a royalty interest is owned are not included; and 
(c) most of the leaschold acreage may be held as long as production may be obtained from such acreage; however, a few 
leases are for fixed terms of years irrespective of the production therefrom. 


Pacific also owns approximately 4,227 acre per cents of royalties in producing lands and approxinately 
140.717 acre per cents of royalties in non-producing lands. An “acre per cent”, stated pursuant to California 
custom, represents an interest equivalent to 1% of the gross production from one acre. Additional royalty 
interests are held in approximately 42 net rovalty acres of producing lands and in 13,358 net royalty acres of 
non-producing lands. 


Harold J. Wasson, Consulting Engineer, 25 Broadway. New York 4, N. Y. las made an examination and 
estiinate of the oil and gas reserves of Pacific as of August 31, 1947. Mr. Wasson estimates that proved reserves 
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of Pacific are 42,060,000 barrels oi crude oil, condensates and other liquids, of which he estimates that 87% is 
developed and the remainder is undeveloped, and 6,000,000,000 cubic feet of natural gas (apart from miiscella- 
neous quantities closely associated with oil), all of which are developed. 


Mission 


Mission owns 582,657 shares (approximately 59%) of the outstauding Common Stock of Skelly Oil 
Company, a Delaware corporation (hereinafter called “Skelly”) and 1,345,593 shares (approximately 21%) 
of the outstanding Common Stock of Tide Water. 


Mission also owns an interest in a producing lease in Kansas, containing approximately SO net acres, 
on which are located 9 producing oil wells and | producing gas well. These wells are operated by Skelly 
for the account of Mission. 


Skelly 


Skelly is engaged principally in the business of exploring, acquiring interests in and developing prospective 
and proven oil and gas lands, in the production, purchase, transportation, refining and sale of crude oil and 
the marketing at wholesale and retail of the products thereof, in the production, purchase, treatment and sale 
of casinghead gas, natural gas and the products thereof, in the sale of tires, batteries and other motorists’ 
supplies, and in the sale and distribution at wholesale and retail of liquefied petroleum gas in steel cylinders and 
the sale of gas appliances. 


Skelly owns all of the capital stock of Perry Petroleum Company, which owns and operates a refinery 
near Denver, Colorado, and of Skelco Products Company, which purchases automobile accessories and resells 
them to Skelly without profit or loss. 


Skelly is currently producing crude oil in the States of Arkansas, Illinois, Indiana, Kansas, Louisiana, 
Mississippi, Montana, Nebraska, New Mexico, Oklahoma, Texas and Wyoming. It owns and operates 
three principal pipe line systems, one connecting certain oil fields in Kansas with its refinery at Eldorado, 
Kansas, another connecting certain oil properties in east Texas with its refinery at Longview, Texas, and a 
third collecting the oil from various properties in the Velma Field in southern Oklahoma. It owns and 
operates the two refineries mentioned above, which have daily crude oil throughput capacities of approximately 
25,000 barrels and 6,000 barrels, respectively, and also, through its wholly-owned subsidiary, Perry Petroleum 
Company, a small refinery near Denver, Colorado which has a daily crude oil throughput capacity of approxi- 
mately 1,500 barrels. It operates 13 natural gasoline plants in the States of Kansas, New Mexico, Oklahoma 
and Texas. It sells gasoline and other refined petroleum products, principally through jobbers and through 
its own bulk stations to retail dealers and to a minor extent through retail service stations operated by it. 
Such products are distributed principally in the States of Arkansas, Colorado, Kansas, Illinois, Indiana, Towa, 
Louisiana, Michigan, Minnesota, Missouri, Nebraska, New Mexico, North Dakota, Oklahoma, South Dakota, 
Texas, Utah, Wisconsin and Wyoming. 


Skelly also owns 14.22% oi the capital stock of Great Lakes Pipe Line Company, whose products pipe- 
line system runs northward from Oklahoma into Kansas, Missouri, Iowa, Illinois, Minnesota, Wisconsin, 
Nebraska and North and South Dakota. 


The following tabulation shows Skelly’s net production of crude oil during the last three years and the 
first eight months of 1947 (see Note to table on page 9): 


Net 

Production 
Year (barrels) 
UES IPA eed ga Oe a rd ne BO enter? OP, 2 ee Peel 6210270 
Eee een eee Spi etd eS A hoe 12,683,449 
Lope ee ee NII Reet tl osc sec, 515. 13,599,803 

8 months 

jo eee one ae ek ee one RENMR aire TAP «ic: 11 255;053 


Skelly estimates that during August, 1947, approximately 83% of its daily average net production was 
from wells under proration. 


The following tabulation shows, as of August 31, 1947, the approximate acreage of Skelly’s producing and 
non-producing oil and gas properties, the number of producing oil and gas wells thereon and the location 
thereof by states (see Note to table on page 9): 


Number of 
C= CLC dB Oe ee oe nO UCIN EV VeliS a 
State Producing Non-Producing Oil Gas 

VENI Tne cs ores ley — 93,212 — — 
BE BOCES og toca 2,448 25,892 67 ) 
COG) Veiga Coe ee eb ceed cdecceans —_— 2o7 le / — — 
WUE CIC cs ae 2,046 16,312 98 — 
Tniditaiiaie se Deke er _ 1,815 — -— 
ICA S aoe ee oe ee 27,677 213,508 673 46 
HEU 5 5 veel eek — 2.495 -- — 
Meche an 1,863 103.454 209 15 
IC sad ne 68 4,019 — 1 
NUP EIESDO. cl a 401 209,810 5 ] 
INTIGS Oise meee ee eet 1,806 262 — a 
IMGIiati aes eee en ih ae 307 25,098 2 — 
Ne Ira cee even e ve scvenndcte 1,664 688 tz — 
TEC IMUESNGO) 2 ce 18,310 102 S82 209 3 
OU inlet ele ea 82.525 175,368 823 86 
Se tes oe A an Pee 577,056 909 103 
hoa ok Ss Ss = 48,677 — — 
Wi SO 1) Tn eae ee 947 a7 33 i? ses 

TOG) ee eee 186,973 1,895,163 3,038 258 


{n addition, royalty interests are held in approximately 7,649 net royalty acres of producing lands. As to 
undeveloped lands, Skelly’s records do not enable it to segregate working interests and royalty interests, and 
accordingly royalty interests in such lands are included in the computation of non-producing acreage in the 
above table. 


De Golyer and MacNaughton, Petroleum Engineers, Dallas, Texas, have made an examination and 
estimate of the oil and gas reserves of Skelly as of October 1, 1947. They estimate that net proved reserves 
of Skelly are from 216,000,000 to 226,000,000 barrels of crude oil and condensates, and from 1,300,000,000,000 
to 1,450,000,000,000 cubic feet of natural gas. Of these quantities, they estimate that of the crude oil and 


condensates, 72% is developed and the remainder is undeveloped and that of the natural gas, 80% is developed 
and the remainder is undeveloped. 


DESCRIPTION OF PRIOR PREFERRED STOCK, SECOND PREFERRED STOCK 
AND COMMON STOCK OF SUNRAY 


There are hereby incorporated by reference herein the Sections referred to below of Article Fourth of 
the amended Certificate of Incorporation of Sunray set forth in the Agreement of Merger, which contain 
certain provisions with respect to the Prior Preferred Stock of all series, the 1947 Prior Preferred Stock, the 
Second Preferred Stock of all series, and the Common Stock of Sunray. The term “Corporation” as used under 
this heading refers to Sunray. 


PRIOR PREFERRED STOCK 


The Prior Preferred Stock may be issued in one or more series and the Board of Directors is authorized 
to fix, with respect to each series (except 1947 Prior Preferred Stock), the designations, preferences and 
relative, participating, optional and other special rights of such series, and the qualifications, linitations or 
restrictions thereof, within the limits specified in the aniended Certificate of Incorporation. 


TEL 


Dividend Rights 
See Sections 1(b), 2 and i0(a). 


Limitations in any Indentures or other Agreements 
on the Payment of Dividends 


The indenture dated as of July 1, 1946, between the Corporation and Central Hanover Bank and Trust 
Company, as Trustee, under which the Corporation’s Twenty Year 274% Debentures were issued, provides, 
among other things, that the Corporation will not declare or pay or set aside any dividends (other than 
dividends payable in shares of capital stock of the Corporation) on any of its capital stock of any class or 
purchase, redeem or otherwise retire any shares of its capital stock of any class or make any other distribution 
(except in shares of its capital stock) in respect thereof, or permit any Subsidiary to purchase such capital 
stock, unless immediately thereafter and giving effect thereto, the aggregate amount of dividends declared 
and paid or payable on capital stock of the Corporation subsequent to December 31, 1945 (exclusive of dividends 
paid or payable in shares of capital stock of the Corporation ) plus the aggregate amount used for such purchases, 
redemptions, retirements or other distributions subsequent to December 31, 1945, shall not exceed the 
aggregate of (a) consolidated net income (as defined in said indenture) subsequent to December 31, 1945, 
(b) $1,000,000, (c) the aggregate net proceeds received by the Corporation from the issue and sale subsequent 
to December 31, 1945 of shares of stock of the Corporation, which net proceeds, to the extent that any thereof 
consists of property rather than cash, shall be taken at the fair value of such property as determined in good 
faith by the Board of Directors of the Corporation; and (d) the aggregate net proceeds received by the 
Corporation from the issue and sale of any funded indebtedness which subsequent to December 31, 1945 has 
been converted into shares of stock of the Corporation, which net proceeds, to the extent that any thereof 
consists of property rather than cash, shall be taken at the fair value of such property as determined in good 
faith by the Board of Directors of the Corporation; provided, however, that there shall be excluded from all 
of such computations the following: (i) all amounts expended for the purchase or redemption of 444% Cumu- 
lative Convertible Preferred Stock of the Corporation called for redemption on July 17, 1946; (ii) all amounts 
of not more than $100 per share expended for the purchase or redemption of not in excess of 255,000 shares of 
414% Cumulative Preferred Stock, Series A, of the Corporation within 90 days after the effective date of the 
agreement of merger dated May 28, 1946, providing for the merger of Transwestern Oil Company into the 
Corporation (which became effective on August 2, 1946) ; (iii) all proceeds received from the initial issuance 
of shares of said 414% Cumulative Preferred Stock, Series A, pursuant to said agreement of merger; and (iv) 
all proceeds received from the original issuance of not in excess of 1,000,000 shares of Common Stock of the 
Corporation issued simultaneously with the delivery by the Trustee of Debentures. It is contemplated that 
on the effective date of the Agreement of Merger, the Corporation will deposit in trust with Central Hanover 
Bank and Trust Company, as Trustee, funds sufficient to redeem all such Twenty Year 274% Debentures. 
together with irrevocable instructions to take such steps as may be necessary to effect the redemption of such 
debentures. 


Substantially similar limitations on the payment of dividends are contained in the Loan Agreement dated 
July 23, 1946, between the Corporation and Central Hanover Bank and Trust Company under which the 
Corporation’s 17% Promissory Note was issued. It is contemplated that on the effective date of the Agree- 
ment of Merger such Note will be paid. 


It is presently contemplated that the instruments defining the rights of holders of new debentures and/or 
notes referred to above under the heading “Purchase by Sunray of Capital Stock of Pacific” will contain 
certain restrictions on the payment of dividends on capital stock of the Corporation. The terms of such 
restrictions have not yet been and cannot now be determined; however, it is the present intention of the Board 
of Directors of the Corporation that such restrictions will be similar to those summarized above except that the 
date December 31, 1945, will be changed to December 31, 1946, the figure $1 ,000,000 will be changed to $3,000,000 
and in lieu of the amounts to be excluded from any computations as set forth above, there will be substituted 
(a) the proceeds received from the initial issuance of shares of Prior Preferred Stock and Common Stock 
pursuant to the Agreement of Merger, and (b) the proceeds from the issuance on the effective date of the 
Agreement of Merger of shares of Second Preferred Stock. 
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Voting Rights 
See Sections 5 and 6. 


Liquidation Rights 
See Sections 1(d), 4 and 10(c). 


Conversion Rights 


See Sections 1(e) and 9. The 1947 Prior Preferred Stock will have no conversion rights. 


Redemplion Provisions 
See Sections 1(c), 3 and 10(b). 


Sinking Fund Provistons 
See Sections 1(f), 8 and 10(d). 


Other Spectal Provisions 


See Section 7. 


Miscellaneous 
The Prior Preferred Stock has no preemptive or subscription rights and when issued will not be liable to 
assessment or to further calls. 
SECOND PREFERRED STOCK 


The Second Preferred Stock may be issued in one or more series and the Board of Directors is authorized to 
fix, with respect to each series, the designations, preferences and relative, participating, optional and other special 
rights of such series, and the qualifications, limitations or restrictions thereof. within the limits specified in 
the amended Certificate of Incorporation. 


Dividend Rights 
See sections H(b)vand 12. 


Limitations in any Indentures or other Agreements on the Payment of Dividends 


Reference is made to the sub-heading “Limitations in any Indentures or other Agreements on the Payment 
of Dividends” with respect to the Prior Preferred Stock for limitations also applicable to the Second Preferred 
Stock. 


Voting Rights 
See Sections 15 and 16. 


Liquidation Rights 
See Sections 11(d) and 14. 


Conversion Rights 
See sections) 11(e)) and 19. 


Redemption Provisions 
See Sections 11(c) and 13. 


Sinking Fund Provisions 
See sections 11(b) and 1S; 
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Other Special Provisions 


See Section 17. 


Miscellaneous 


The Second Preferred Stock has no preemptive or subscription rights, and when issued will not be 
liable to assessment or to further calls. 


ComMon STOCK 
Dividend Rights 
See Section 20. 


Luattations in any Indentures or other Agreements 
on the Payment of Dividends 


Reference is made to the sub-heading “Limitations in any Indentures or other Agreements on the Payment 
of Dividends” with respect to the Prior Preferred Stock for limitations also applicable to the Common Stock. 


Voting Rights 
See Section 22, 


Liquidation Rights 
see Section! 21: 


Miscellaneous 


The Common Stock has no conversion, preemptive or subscription rights and there are no redemption 
provisions applicable thereto. The Common Stock is not liable to assessment or to further calls. 


Definitions provided tn the amended 
Certificate of Incorporation 


See Section 23. 


AMENDMENT OF CERTIFICATE OF INCORPORATION OF SUNRAY 


The Agreement of Merger provides that the Certificate of Incorporation of Sunray, as amended, shall, 
on the effective date of the Agreement of Merger, be further amended to read as set forth in the Agreement of 
Merger. The proposed amendments are limited to such as are deemed necessary to (a) authorize the Prior 
Preferred Stock and the Second Preferred Stock, (b) eliminate the old Preferred Stock, and (c) increase 
the number of authorized shares of Common Stock from 5,000,000 to 15,000,000. 


BY-LAWS OF SUNRAY 


The Agreement of Merger provides that the By-Laws of Sunray, as they shall exist on the effective 
date of the Agreement of Merger, shall remain the by-laws until altered, amended or repealed as therein 
provided. 


RIGHTS OF DISSATISFIED STOCKHOLDERS 


Section 61 of the General Corporation Law of the State of Delaware provides, among other things, that 
if any stockholder of a Delaware corporation which is a party to a merger who objected thereto in writing and 
whose shares were not voted in favor of such merger and who filed such written objection with the corporation 
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before the taking of the vote on such merger shall, within twenty days after the date on which the agreement 
of merger has been filed and recorded, demand in writing from the surviving corporation payment for his stock, 
then the surviving corporation shall, within thirty days after the expiration of such period of twenty days, pay 
to him the value of his stock on the date of the recording of the agreement of merger, exclusive of any element 
of value arising from the expectation or accomplishment of such merger; and that if during such thirty day 
period the corporation and such stockholder fail to agree as to the value ot any such stock, any such stockholder 
or the surviving corporation may, by petition filed in the Court of Chancery within four months after the 
expiration of said thirty day period, demand a determination of the value of the stock of all such stockholders by 
an appraiser to be appointed by the Chancellor. A copy of said Section 61 is set forth in full as Exhibit B-1 
hereto. 


Section 41 of the General Corporation Law of the State of Nevada, as amended, provides, among other 
things, that if any stockholder of any corporation of any state which is a party to a merger under that law 
shall vote against the agreement of merger and shall, at or prior to the taking of the vote thereon, object thereto 
in writing, and shall also, within twenty days after the date on which the agreement of merger is filed, demand 
in writing from the surviving corporation payment of his shares, then the surviving corporation shall, within 
thirty days thereafter, pay to such stockholder the fair cash value of his shares as of the day before the vote on 
the agreement of merger was taken, exclusive of any element of value arising from the expectation or accomplish- 
ment of such merger; and that if within thirty days after the date such written demand is served upon the 
surviving corporation, the stockholder and the surviving corporation fail to come to an agreement as to the 
fair cash value of said shares, the stockholder, provided he has complied with the conditions above referred to, 
may appeal by petition to the Second Judicial District Court of the State of Nevada to appoint three appraisers 
to appraise the fair cash value of such stockholder’s shares. A copy of said Section 41 is set forth in full as 
Exhibit B-2 hereto. 


Voting against, or a direction in a proxy to vote against, the adoption of the Agreement of Merger, will 
not constitute an objection in writing, as required by Section 61 of the General Corporation Law of the State 
of Delaware and Section 41 of the General Corporation Law of the State of Nevada. Notice of the date on 
which the Agreement of Merger has been filed and recorded will be mailed, within ten days after such date, 
to all stockholders of record of Sunray who may have objected thereto in writing within the time and in the 
manner required by said Sections, at their addresses as shown on the records of the corporation. 


MARKET PRICES OF STOCKS 


The Common Stock of Sunray is listed on the New York Stock Exchange and the Los Angeles Stock 
Exchange. The high and low sales prices of the Common Stock of Sunray for each quarterly period during 
the two years ended September 30, 1947, were as follows: 


New York Los Angeles 

-~Stock Exchange— -—Stock Exchange—y 

1945 High Low High Low 

licyeradn. (Oe rarer | 9% 6 2 6% 
1946 

leas COURIC 5 a) eek 91% 73% 9% 73 

Steger OMENS a oo ee rr 14 8% 14 8% 

AU aiygal (OMe Te. ee 1234 8% 12 8% 

Wrepoiddm Gini (ta oe ae ee 9% 73% 9 7¥, 
1947 

[Oigcsy (O) alge eee le 10% 7% 10% 71% 

S(Ro O00) (OIG GU Cn ese 103% 8% 10%4 8% 

‘Telvhits MG ipigeica aa eee eee 2 ee 1234 101% 12 10% 


The Capital Stock of Pacific is listed on the New York Stock Exchange, the Los Angeles Stock Exchange 
and the San Francisco Stock exchange. The high and low sales prices of such stock for each quarterly period 
during the two years ended September 50, 1947, were as follows: 


1945 


Pomme Ouarter .......0- 


1946 


Latest (ONS Neto ¢ 2. eae ae 
Second Ouarter <2... 
Wana @varten 2225.2: 
Fourth Oiuanter 2.21... 


1947 
Less (OMENS ae ee 


Secondno martes .. 
WingeOwarter 2) wn. 


The Capital Stock of Mission is listed on the New York Stock Exchange. 


New York 
7—Stock Exchange— 


High Low 
32K De 

ae 2334 
3454 29, 
2914 20% 
23 18% 
2854 2134 
375% 271, 
4834 34 


Los Angeles 
-—Stock Exchange— 


High Low 
3154 244 
30 30 

325K 303% 
2934 293% 
21% 21% 
PY 22 
37% 32% 
461, 37 


San Francisco 
-Stock Exchange 


High Low 
ZS 25 
No sales 
30 30 
No sales 
No sales 
26% 26% 
36% 29% 

48 7 


The high and low prices of 


such stock for each quarterly period during the two years ended September 30, 1947, were as follows: 


1945 High 
Pe migh i ie thets <2 5.5: inc) eee eee a eee eee 37 
1946 
JECCeRe OU Li 5 dee amen a terapeesat eMac cnet. ee Ais of 
ShCGT (CASING) (1 ee ee ORE, 2 ead elec et. Sle 44 
TE) BI GH gi ale ee ee aes Seine RT ee ee cr 43 
[LOU T'S OU 01S cee pee ee a ee eels NORE fect 3534 
1947 
AOS eR UMECEL feos. ....../ poh ae Nest eee 2 34% 
DeCOMimO lakiei ts ston csaee eee ma eee 374 
MN OUATLCT 2 Steck cue rnin 4434 


The Common Stock of Skelly is listed on the New York Stock Exchange. The high and low sales prices 
of such stock for each quarterly period during the two years ended September 30, 1947, were as follows: 


1945 High 
(Srajutiyll ln, OF (ein cece eae ee a es ORIENT eC 651% 
1946 
|W ol Oyu tel 12) 2 RMN Oe ee ee 8 A DOE 
Sccondl Omani (ae eee ee cree 85% 
Mag el) ieee eee ee en eo, cs ce 80M 
Dea) bua OCI I AS Gea mae a <= 2 er eo 2 74 
1947 
Pep h gsr F000 8 ot deren oe tances en eres 6 ee es DE 
SC CONC Qentber cote menren go eee ere 13% 
SID Ue EO Cis A cee ee a Se 88% 
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Low 


48 


54 
71 
584 
56 


65 
65, 
71 


The Common Stock of Tide Water is listed on the New York and San Francisco Stock Exchanges. The 
high and low sales prices of such stock for each quarterly period during the two years ended September 30, 
1947, were as follows: 


New York San Francisco 
r—Stock Exchange—, -—Stock Exchange— 
1945 High Low High Low 
GM aU (OVER SREN? an accel 25 185% 2432 18% 
1946 
Hovde (OMI a 5025 ee ra 2234 185% 22% 19 
Syceoime I ONceut ele lk Se 244% 21% 24 2134 
GOGO OCR Seo 5 oe 24% 18% 24 18% 
| Eco stad iy LOWEN Hes" se ep EN eee ee 20% 17% 20% 17% 
1947 
BSUS OLS S USNR: aoe 20% 18% 20% 18% 
Seer CU NaN e Lia! rd ce eee 205% 18 20% 18% 
evista ACTS tee eek 32 ae he 195% 22 197% 


Prior to the close of business on November 1, 1947, the last sale price of (a) the Common Stock of Sunray 
on the New York Stock Exchange was 105% (last sale November 1) and on the Los Angeles Stock Exchange 
was 1054 (last sale November 1), (b) the Capital Stock of Pacific on the New York Stock Exchange was 
55 (last sale November 1), on the Los Angeles Stock Exchange was 57 (last sale October 31), and on 
the San Francisco Stock Exchange was 57 (last sale October 31), (c) the Capital Stock of Mission on 
the New York Stock Exchange was 50% (last sale November 1), (d) the Common Stock of Skelly on the 
New York Stock Exchange was 98 (last sale November 1) and (e) the Common Stock of Tide Water on 
the New York Stock Exchange was 231% (last sale November 1) and on the San Francisco Stock Exchange 
was 237% (last sale October 29). 


The sources of the above quotations are the Bank and Quotation Record and the Commercial and *inanciai 
Chronicle. 


The old Preferred Stock of Sunray is not listed on any securities exchange. The bid and asked prices 
of such stock on the over-the-counter market during the third quarter of 1947 ranged, as to bid prices, from a 
high of 94 to a low of 8714 and as to asked prices, ranged from a high of 95% to a low of 8814. The bid and 
asked prices of such stock on the over-the-counter market at the close of business on November 1, 1947, were 
quoted by two firms at 90 bid, 9114 asked and by one firm at 90% bid, 9114 asked. The source of the foregoing 
quotations was quotation sheets published by the National Quotation Bureau, Inc. 


Attention is directed to the fact that the prices of the Capital Stocks of Pacific and Mission shown above 
are based on sales made during a period when Pacific and Mission received income from dividends on the shares 
of Common Stock of Tide Water now owned by them, all of which are to be sold to Tide Water on the 
effective date of the Agreement of Merger as set forth under the heading “Sale of Securities by Sunray”. 


INTERESTS OF DIRECTORS AND OFFICERS OF SUNRAY AND THEIR ASSOCIATES 


So far as Sunray is advised, no director or officer of Sunray, and no associate (as that term is defined in 
Regulation X-14 of the Securities and Exchange Commission) of any director or officer, has any uiterest, 
direct or indirect, in any matter to be acted upon at the meeting, except in so far as the ownership by such 
persons of securities of the Constituent Corporations or of Skelly might be deemed to create such an interest. 
There is set forth below the number of shares of stock of the Constituent Corporations and of Skelly owned 
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beneficially, directly or indirectly, as of October 1, 1947, by the directors and officers of Sunray and, in 
footnotes, by their associates, as furnished by them: 


Number of Shares Beneficially 


oT Owned as of October 1, 1947--—________,, 
Sunray 
Old Sunray Pacific Mission Skelly 
Preferred Common Capital Capital Common 

Name Stock Stock: Stock Stock Stock 
Ue meee CIC t ieee tes. -cule Mewar ey. None 900 None None None 
TUSSI SIE o is tc PT None 1,800 None None None 
Acie sil are ier Oe ea ee 276 1,000 None None None 
Vee Reber Stet. me. c..2 Oem, ten None 1,000 None None None 
Sgt Be Go, eee a ee None 120 None None None 
UB alceuclerlonve lle 2 ee ee iss 25,572(1) None None None 
Ue Ti NUIT le WO ee ese a en None 10,400 None None None 
ilies NCC UIIMEOC seco None 1,000 None None None 
| Ort Eee a 018 ee eee None 5,402(2) None None None 

eoulitice Clam lem Q GCs a... Co eae eRe S None 11,807(3) None None None(3) 
Pena raemes CNS S OIduee ne, cack els, 4,289(4)  1,000(4) None 210(4) None 
SU ibe | S1gh 4) Beer ee aaa ay aia aaa a None leis None None None 
J OPEUTI MS et aU 1 0 ee eae eee None(5) 12,633 None None None 
Go, JEG cy a) Eee aaa ea oe ran ee Z13(6) 500 None 69(6) None 
(5ST EISSN sfc 5) ae ee a ee ee None(7) 43,438(7) None None None 


Noves : 
(1) Associates of Mr. Howell owned beneficially an aggregate of 3,198 shares of Common Stock of Sunray. 
(2) Associates of Mr. Parriott owned beneficially an aggregate of 37,550 shares of Common Stock of Sunray. 


(3) Associates of Mr. Rose owned beneficially an aggregate of 28,4381%4 shares of Common Stock of Sunray and 200 shares 
of Common Stock of Skelly. 


(4) Associates of Mr. Seeligson owned beneficially an aggregate of 2,675 shares of old Preferred Stock of Sunray, 1,600 
shares of Common Stock of Sunray and 500 shares of Capital Stock of Mission. 


(5) An associate of Mr. Taliaferro owned beneficially an aggregate of 606 shares of old Preferred Stock of Sunray. This 
associate is also an associate of Mr. Wright. 


(6) Associates of Mr. Urschel owned beneficially an aggregate of 20,445 shares of old Preferred Stock of Sunray and 
5 shares of Capital Stock of Mission. 


(7) Associates of Mr. Wright owned beneficially an aggregate of 606 shares of old Preferred Stock of Sunray as referred 
to in (5) above and 58 shares of Common Stock of Sunray. 


The foregoing figures as to ownership of Common Stock of Sunray exclude shares issuable in payment 
of the 5% Common Stock dividend to be paid on November 17, 1947, referred to above under the heading 
“Capitalization and Basis of Conversion.” 


Suuray is advised that no director or officer of Sunray and no associate of any such person, owned 
beneficially, directly or indirectly, as of October 1, 1947, any of the Twenty Year 274% Debentures, due 
July 1, 1966, of Sunray or any of the Twenty Year 234% Debentures, due July 1, 1965, of Skelly. 


DISCRETIONARY AUTHORITY 


The discretionary authority conferred by the enclosed form of Proxy to vote for the rejection of tlhe Agree- 
ment of Merger, even if the stockholder executing the proxy shall have instructed that luis shares be voted for 
the adoption of the Agreement of Merger, is deemed necessary to enable the proxy to be so voted in the event 
that (a) there should be any material change in the affairs of any of the Constituent Corporations, which, in 
the opinion of the management, would make the basis of the merger unfair or (b) the number of shares held 
by stockholders of any of the Constituent Corporations objecting to the merger would, in the opinion of the 
management, make the consummation of the merger inadvisable. 
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MISCELLANEOUS 


At the request of the Anti-Trust Division of the Department of Justice, information has been furnished 
to it to enable it to form an opinion as to the effect of the Anti-Trust laws on the proposed transactions described 
herein and the matter is now under consideration by it. 


The management does not know of any matters to be brought before the meeting other than those set 
forth in paragraph 1 of the notice thereof. However, if any other matters properly come before the meeting, 
it is the intention of the persons named in the enclosed form of proxy to vote such proxy in accordance with 
their judgment on such matters. 


The cost of soliciting proxies from the stockholders of Sunray will be borne by Sunray. In addition to the 
use of the mails, proxies may be solicited by personal interview, telephone and telegraph, and it is anticipated 
that banks, brokerage houses and other custodians, nominees or fiduciaries will be requested to forward the 
soliciting material to their principals and to obtain authorizations for the execution of proxies and will be 
reimbursed for their out-of-pocket expenses incurred in connection therewith. Sunray has retained Georgeson 
& Co., 52 Wall Street, New York, N. Y., to assist in the solicitation of proxies by such methods. Georgeson 
& Co. is to receive for such services a fee of $6,500 plus out-of-pocket expenses and disbursements. Approxi- 
mately 50 persons to be selected by Georgeson & Co. as assistants will be engaged for limited periods to 
solicit proxies. Directors, officers and not more than 10 regular employees of Sunray may also solicit proxies 
by such methods without additional remuneration therefor. Sunray estimates that the aggregate of all fees, 
salaries, compensation and expenses, other than expenses for printing and mailing, that will be incurred in 
connection with such solicitation will be approximately $15,000. 


David T. Staples, President and a director of both Pacific and Mission, Emil Kluth, Vice-President of 
Pacific and a director of Mission, Fero Williams, Treasurer and a director of Pacific and a director of Mission, 
O. M. Evans, Vice-President of Pacific, and Charles F. Krug, Secretary of Pacific, are expected to be asso- 
ciated with Sunray as employees at substantially their present salaries. Mr. Staples’ present aggregate salary 
from Pacific and Mission is $27,500. The salary of none of the others is in excess of $15,000. 


FINANCIAL STATEMENTS 


eh 


here are annexed hereto as Exhibit C-1 financial statements of Sunray, as Exhibit C-2 financial statements 
of Transwestern, as Exhibit C-3 financial statements of Darby, as Exhibit D-1 financial statements of Pacific, 
as Exhibit D-2 financial statements of Getty Realty Corporation (a wholly-owned subsidiary of Pacific), as 
Exhibit D-3 financial statements of George F. Getty, Inc. (a Delaware corporation which was merged into 
Pacific on May 31, 1946), as Exhibit E-1 financial statements of Mission, as Exhibit E-2 consolidated financial 
statements of Skelly and its subsidiaries and as Exhibit F pro forma financial statements of Sunray. Further 
financial statements of Sunray are on file at the office of the Securities and Exchange Commission, Philadelphia, 
Pa., and at the offices of the New York Stock Exchange and the Los Angeles Stock Exchange; further financial 
statements of Pacific are on file at the offices of the Securities and Exchange Commission, the New York 
Stock Exchange, the Los Angeles Stock Exchange and the San Francisco Stock Exchange; and further 
financial statements of Mission and Skelly are on file at the offices of the Securities and Exchange Commission 
and the New York Stock Exchange. 


Attention is directed to the facts that (a) the financial statements of Transwestern include direct net income 
fromm royalty interests which were sold to Transwestern Royalty Company immediately prior to the merger on 
August 2, 1946, of Transwestern into Sunray and (b) the financial statements of Pacific and Mission include 
income from dividends on the shares of Common Stock of Tide Water now owned by them, all of which are to 
be sold to Tide Water on the effective date of the Agrecment of Merger as set forth under the heading 
“Sale of Securities by Sunray.” 


By order of the Board of Directors. 


W. D. Forster, 
Secretary. 
Tulsa, Oklahoma, 
November 5, 1947. ; 
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EXHIBIT A 


AGREEMENT OF MERGER 


BETWEEN 


SUNRAY OIL CORPORATION 


(a Delaware corporation) 


and a majority of its directors, 


PACIFIC WESTERN OIL CORPORATION 


(a Delaware corporation) 


and a majority of its directors, 


AND 


MISSION CORPORATION 
(a Nevada corporation) 


and a majority of its directors. 


Merging pursuant to Section 59 of the General Cor- 
poration Law of the State of Delaware and Section 39 
of the General Corporation Law of the State of 
Nevada into Sunray Oil Corporation as the Surviving 


Corporation. 


AGREEMENT OF MERGER, dated the 18th day of October, 1947, by and between SuNRay 
Oit Corporation. a Delaware corporation (hereinafter sometimes called “Sunray”), and a majority of 
the directors thereof, parties of the first part, Paciric \WWESTERN OL Corporation, a Delaware corpo- 
ration (hereinafter sometimes called “Pacific’”), and a majority of the directors thereof, parties of the 
second part, and Mission Corporation, a Nevada corporation (hereinafter sometimes called “Mission”, 
and a majority of the directors thereof, parties of the third part, WITNESSETH : 


Wuereas, Sunray is a corporation duly organized and existing under the laws of the State of 
Delaware, having been incorporated on February 15, 1929, under the General Corporation Law of the 
State of Delaware, and has an authorized capital stock consisting of 470,000 shares of Preferred Stock, 
of the par value of $100 each, issuable in series, of which on October 1, 1947, 270.000 shares of 414% 
Cumulative Preferred Stock, Series A (hereinafter sometimes called “old Preferred Stock of Sunray”), 
were issued and outstanding, including 8,106.4 shares held in the treasury of Sunray which are to be 
retired prior to the effective date of this agreement, and 5,000,000 shares of Common Stock, of the par 
value of $1 each, of which on October 1, 1947, 4.671.185.8 shares were issued and outstanding. including 
28,615.525 shares held in the treasury of Sunray; and 


Wuereas, Pacific is a corporation duly organized and existing under the laws of the State ot 
Delaware, having been incorporated on November 10, 1928, under the General Corporation Law of the 
State of Delaware, and has an authorized capital stock consisting of 2,000,000 shares of capital stock, 
of the par value of $10 each (hereinafter sometimes called “Capital Stock of Pacific’), of which on 


October 1, 1947, 1,376,430 shares were issued and outstanding, including 4,700 shares held in the treasury 
of Pacific; and 


Wuereas, Mission is a corporation duly organized and existing under the laws of the State of 
Nevada, having been incorporated on December 31, 1934, under the General Corporation Law of the 
State of Nevada, and has an authorized capital stock consisting of 1,500,000 shares of capital stock, 
of the par value of $10 each (hereinafter sometimes called “Capital Stock of Mission”), of which on 
October 1. 1947, 1,379,545 shares were issued and outstanding, including 5,400 shares heid in the treasury 
of Mission and 641,808 shares owned by Pacific; and 


WHEREAS, a majority of the directors of each of said corporations deems it advisabie that said 
corporations merge, and said corporations, respectively, desire that they merge, under the General Corpora- 
tion Law of the State of Delaware and the General Corporation Law of the State of Nevada: 


Now, THEREFORE, in consideration of the premises and of the mutual agreements, provisions, 
covenants and grants herein contained, the parties hereto hereby agree, in accordance with the provisions 
of the General Corporation Law of the State of Delaware and the General Corporation Law of the State 
of Nevada, that Sunray, Pacific and Mission shall be, and they hereby are, merged into a single corporation 
existing under the laws of the State of Delaware, to wit, Sunray, one of the parties hereto, and that Sunray 
shall merge, and it does hereby merge, into itself, Pacific and Mission and Pacific and Mission shal] merge, 
and they do hereby merge, themselves into Sunray; and that the terms and conditions of the merger hereby 
agreed upon (hereinafter sometimes called the ‘‘merger’’) and the mode of carrying the same into effect 
and the manner of converting the shares of each of said constituent corporations into shares of the surviving 
corporation, are and shall be as hereinafter set forth; and that the Certificate of Incorporation, as amended, 
of Sunray shall, on the effective date of this agreement. be and be deemed to be further amended as here- 
inafter set forth. 


ARTICLE I. 


I°xcept as herein otherwise specifically set forth, the name, identity, existence, purposes, powers. 
franchises, rights and immunities of Sunray shal! continue unaffected and unimpaired by the merger, 
and the corporate identities, existence, purposes, powers, franchises, rights and immunities of Pacific and 
Mission shall be merged into Sunray and Sunray shall be fully vested therewith. The respective organiza- 
tions of Pacific and Mission, except in so far as they may be continued by statute, shall cease as soon as 
this agreement shall become effective, and thereupon Sunray. Pacific and Mission shall become a single 


corporation, existing under the laws of the State of Delaware, to wit, Sunray, one of the parties hereto. 
Sunray, Pacific and Mission are hereinafter sometimes called the “Constituent Corporations”, Sunray as 
the single corporation which shall survive the merger is hereinafter sometimes called the “Surviving 
Corporation’, and the date upon which the Constituent Corporations shall so become said single corpora- 
tion is herein sometimes called the “effective date of this agreement”. 


ARTICLE II. 


The Certificate of Incorporation of the Surviving Corporation, as amended, shall, on the effective 
date of this agreement, be and be deemed to be further amended to read as follows (the term ‘‘Corpora- 
tion” as used in this Article referring to the “Surviving Corporation”) : 


First: The name of the Corporation is Sunray Oil Corporation. 


SeconbD: The principal office of the Corporation in the State of Delaware is located at No. 100 West 
Tenth Street, in the City of Wilmington, County of New Castle. The name and address of its resident 
agent is The Corporation Trust Company, No. 100 West Tenth Street, Wilmington, Delaware. 


Tuirp: The nature of the business of the Corporation and the objects and purposes to be trans- 
acted, promoted or carried on by it are: 


1. To buy, lease, hire, contract for, invest in, and otherwise acquire, and to own, hold, maintain, 
equip, operate, manage, mortgage, deal in and with, and to sell, lease, exchange and otherwise dispose 
of oil, gas, mineral and mining lands, wells, mines, quarries, leases, rights, royalties, claims, locations, 
patents, concessions, easements, rights of way, and franchises, real property, and all interests therein, 
and lands containing or believed to contain petroleum, mineral, animal, vegetable and other oils, 
asphaltum, natural gas, gasoline, naphthene, oil shales, sulphur, salt, clay, coal, minerals, mineral sub- 
stances, metals, ores of every kind, or other mineral or volatile substances, and the stocks, bonds, 
notes, debentures, evidences of indebtedness, or obligations of corporations, companies, associations. 
trusts, organizations, firms, or individuals engaged in any similar business or otherwise, and to carry 
on in all its branches the business of exploring and drilling for, producing, gathering, storing, trans- 
porting, refining, distributing, marketing, selling and dealing in and with petroleum, mineral, animal, 
vegetable and other oils, asphaltum, natural gas, gasoline, naphthene, oil shales, sulphur, salt, clay, 
coal, minerals, mineral substances, metals, ores of every kind, or other mineral or volatile substances 
and products, by-products and derivatives thereof. 


2. To produce, gather, refine, buy, contract for, invest in, and otherwise acquire, and to store. 
own, hold, mortgage, deal in and with, and to market, sell, exchange, and otherwise dispose of, and 
to transport, distribute, import and export petroleum, mineral, animal, vegetable, and other oils, 
asphaltum, natural gas, gasoline, naphthene, oil shales, sulphur, salt, clay, coal, minerals, mineral 
substances, metals, ores of every kind, or other mineral or volatile substances, and products, 
by-products and derivatives thereof. 


3. To build, construct, buy, lease, hire, contract for, invest in, and otherwise acquire, and to 
own, hold, maintain, equip, operate, manage, mortgage, and deal in and with. and to sell, lease. 
exchange and otherwise dispose of, refineries, factories, plants, works, buildings, houses, machinery, 
equipment, appliances, tanks, reservoirs, warehouses, storage facilities, elevators, terminals, markets. 
docks, piers, wharves, drydocks, bulkheads, pipe lines, pumping stations, tank cars, trams, automo- 
biles, trucks, cars, tankers, ships. tugs. lighters, barges, boats, vessels, aircraft and any other vehicles 
or craft for land, water or air transportation, for prospecting, exploring, and drilling for, producing, 
gathering, manufacturing, refining, treating, storing, transporting, handling, distributing, marketing. 
importing and exporting, petroleum, mineral, animal, vegetable and other oils, asphaltum, natural 
gas, gasoline, naphthene, oil shales, sulphur, salt, clay, coal, minerals, mineral substances, metals. 
ores of every kind, or other mineral or volatile substances, and products, by-products and derivatives 
thereof, hotels, and all property of every kind and character, to the extent that the same is or may be 
authorized by the laws of Delaware. and by the laws of any jurisdiction wherein any such property 
is located. 
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4. To the extent permitted by law, to build, construct, buy, lease, hire, contract for, invest in 
and otherwise acquire, and to own, hold, maintain, equip, operate, manage, mortgage, and deal in 
and with, and to sell, lease, exchange, and otherwise dispose of, railroads, tramways, turnpikes, 
runways, canals, and other means of land, water or air transportation, construction and repair shops 
and plants, irrigation, sewage, heat, light and power plants and systems, bridges, dams, embankments, 
reservoirs, ditches, reclamation, drainage, and sanitary works and systems, and water rights, works 
and systems, useful or advisable, in the judgment of the Board of Directors of this Corporation, 
for its business. 


5. To prospect, explore, drill and bore for, and to extract, produce, mine, mill, separate, 
convert, smelt, concentrate, evaporate, purify, skim, refine, reduce, crack, sweat, or treat in any 
manner or by any process whatsoever, blend, compound, manufacture, gather, store, transport, 
handle, distribute, market, buy, sell and deal in and with petroleum, mineral, animal, vegetable, and 
other oils, asphaltum, natural gas, gasoline, naphthene, oil shales, sulphur, salt, clay, coal, minerals, 
mineral substances, metals, ores of every kind, or other mineral or volatile substances, and products, 
by-products and derivatives thereof. 


6. To do engineering and contracting, and to design, construct, drill, bore, sink, develop, 
improve, extend, maintain, operate and repair, wells, mines, plants, works, machinery, equipment, 
appliances, storage and transportation lines and systems, for this Corporation and for others. 


7. To the extent permitted by law, to build, construct, buy, lease, hire, contract for, invest in, 
and otherwise acquire, and to own, hold, maintain, equip, operate, manage, mortgage, and deal in 
and with, and to sell, lease, exchange and otherwise dispose of, telegraph, telephone, radio and 
transportation lines, plants and systems, by air, land or water, useful or advisable, in the judgment 
of the Board of Directors of this Corporation, for its business. 


8. To organize corporations, companies, associations, trusts, or organizations, under the laws 
of any state, district, territory, nation, province, or government, and to sell, exchange, convey, 
assign, transfer, deliver and otherwise dispose of, to such corporations, companies, associations, 
trusts, or organizations, any part of the property, assets and effects of this Corporation, less than 
the whole thereof, in exchange for the capital stock, bonds, notes, debentures or other securities, 
evidences of indebtedness or obligations of such corporations, companies, associations, trusts, or 
organizations, upon such terms and conditions as the Board of Directors shall determine. 


9. To organize or cause to be organized under the laws of any state, district, territory, nation, 
g 4 y y 
province or government, corporations, companies, associations, trusts, or organizations for the 
purpose of accomplishing any or all of the objects for which this Corporation is organized, and to 
dissolve, wind up, liquidate, merge or consolidate the same, or cause the same to be dissolved, wound 
, p, lig , 4 
up, liquidated, merged or consolidated, and to organize, incorporate and reorganize corporations, 
companies, associations, trusts, or organizations, for any purpose permitted by law. 


10. To subscribe to, buy, invest in, and otherwise acquire, to own, hold, deal in and with, and 
to sell, exchange, transfer, mortgage, pledge, hypothecate, or otherwise dispose of, the stocks, bonds, 
notes, debentures or other evidences of indebtedness or obligations of any individual, firm, corpo- 
ration, company, association, trust, or organization, or of any private, public, quasi-public, or 
municipal corporation, domestic or foreign, or of any domestic or foreign state, government or 
governmental authority, or of any political or administrative subdivision or department thereof; 
and all trust, participation or other certificates of or receipts evidencing interest in any such securities ; 
and, while the owner of any such stocks, bonds, notes, debentures, evidences of indebtedness, 
obligations, certificates or receipts, to exercise all the rights, powers and privileges of ownership, 
including the right to vote thereon for any and all purposes; and to loan money, and to take notes, 
open accounts and other similar evidences of debt as collateral security therefor. 


11. To guarantee the payment of dividends on, or the payment of the principal of, or interest 
on, any stocks, bonds, notes, debentures, or other securities, evidences of indebtedness or obligations 
of any individual, firm, corporation, company, association, trust, or organization in which this 
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Corporation has an interest as stockholder, creditor or otherwise, or whase shares or securities it 
owns; to become surety for, and to guarantee the carrying out or performance of contracts, of every 
kind and character, of any individual, firm, corporation, company, association, trust or organization 
in which this Corporation has an interest as stockholder, creditor or otherwise, or whose shares or 
securities it owns. 


12. To aid, by loan, subsidy, guaranty, or in any lawful manner whatsoever, any individual, 
firm, corporation, company, association, trust, or organization whose stocks, bonds, notes, debentures 
or other securities or evidences of indebtedness or obligations are in any manner directly or indirectly 
held or guaranteed by this Corporation, or by any corporation in which this Corporation may have 
an interest as stockholder, creditor, guarantor, or otherwise, or whose shares or securities it owns, 
and to do any and all lawful acts and things designed to protect, preserve, improve or enhance the 
value of any stocks, bonds, notes, debentures or other securities, or evidences of indebtedness or 
obligations of any individual, firm, corporation, company, association, trust or organization in which 
this Corporation has an interest as stockholder, guarantor, creditor, or otherwise, or whose shares 
or securities it owns, and to lend money with or without collateral security. 


13. To buy, lease, contract for, invest in, and otherwise acquire. and to own, hold, mortgage 
and deal in and with, and to sell, lease, exchange, transfer, convey and otherwise dispose of, rights 
and interests of every character and description, in or to or relating to, petroleum, mineral. animal, 
vegetable and other oils, asphaltum, natural gas, gasoline, naphthene, oil shales, sulphur, salt, clay, 
coal, minerals, mineral substances, metals, ores, or any other mineral or volatile substances, and in or 
to or relating to lands containing or believed to contain any of such substances, and leases, grants and 
contracts relating thereto, and relating to rights and interests of every character and description. 


14. To manufacture, produce, buy, lease, hire, contract for, invest in, and otherwise acquire, 
and to own, hold, maintain, equip, mortgage ard deal in and with, and to sell, lease, exchange, and 
otherwise dispose of, and to transport, import and export personal property of every character 
and description, without limit as to amount or value, in any part of the worid, and any interest 
or right therein. 


15. Yo buy, lease, contract for, invest in, and otherwise acquire, and to own, hold, maintain, 
equip, manage, improve, develop, mortgage, and deal in and with, and to sell, lease, exchange, transfer, 
convey and otherwise dispose of, real property, concessions, grants, land patents, franchises, easements, 
and rights of way, without limit as to amount or value, in any part of the world, and any royalty or 
other interest or right therein. 


16. To manufacture, produce, construct, convert, buy, lease, hire, contract for, invest in, and 
otherwise acquire, and to hold, own, maintain, equip, operate, mortgage, and deal in and with, and 
to sell, lease, exchange and otherwise dispose of, export and import goods, wares, merchandise, 
machinery, equipment, appliances, materials and products of every kind and description, and do 
manufacturing and merchandising of every kind, and to carry on a general mercantile and commercial 
business in any part of the world. 


17. To buy, lease, hire, contract for, imvest in, and otherwise acquire, any property, real or 
personal, which it may deem desirable for the purpose of its business for cash, or otherwise, and to 
issue its stocks, bonds, notes, debentures or other securities or evidences of indebtedness or obligations 
in payment therefor. 


18. To sell, iease, exchange, convey, mortgage, transfer, assign and deliver, and otherwise 
dispose of, any part of the property, assets and effects of this Corporation, less than the whole 
thereof, and receive in payment therefor stocks, bonds, notes, debentures, or other securities or 
evidences of indebtedness or obligations of any individual firm, corporation, company, asscciation, 
trust or organization, on such terms and conditions as the Board of Directors of this Corporation 
shal! determine. 


19. To purchase or acquire in any manner the stocks, bonds, notes, debentures or other securities 
or evidences of indebtedness, or obligations of any individual, firm, corporation, company, association, 
trust, or organization, and to issue its stocks, bonds, notes, debentures, or other securities or evidences 
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of indebtedness or obligations in payment therefor, on such terms and conditions as the Board of 
Directors of this Corporation shall determine. 


20. To purchase or otherwise acquire shares of its own capital stock, bonds, notes, debentures, 
or other obligations, and to hold, sell, exchange, mortgage, pledge, hypothecate, or otherwise dispose 
of or retire the same, provided that this Corporation shall not use any of its funds or property for 
the purchase of its own shares of capital stock when stich use would cause any impairment of the 
capital of this Corporation, and provided, further, that the shares of its own capital stock belonging 
to this Corporation shall not be voted directly or indirectly. 


21. To apply for, obtain, register, purchase, lease, or otherwise acquire, and hold, own, use, 
operate, introduce, sell, exchange, lease, assign, pledge, or otherwise dispose of, deal in, turn to 
account, or contract with reference to, any and all copyrights, trade-marks, trade names, labels, 
designs, brands, patents, and applications therefor, licenses, inventions, improvements, concessions, 
apparatus, appliances, formulae, and processes, used in connection with or secured under letters 
patent of the United States, or elsewhere, or otherwise; and to use, exercise, develop, grant licenses 
in respect of, or otherwise turn to account, any such copyrights, trade-marks, trade names, labels. 
designs, brands, patents, applications, licenses, inventions, improvements, concessions, apparatus, 
appliances, formulae, processes and the like, or any property, right, or information in connection 
therewith; and to grant and issue licenses or sublicenses, partial, exclusive, or territorial, under 
or in respect of any and all such copyrights, trade-marks, trade names, labels, designs, brands, 
patents, applications, licenses, inventions, improvements, concessions, apparatus, appliances, formulae 
and processes. 


22. To borrow money for its corporate purposes, and to draw, make, accept, endorse, execute 
and issue bonds, notes, debentures, bills of exchange, warehouse receipts, warrants and other 
negotiable instruments and cbligations, and in order to secure the same, or any of its contracts or 
obligations. to convey, transfer, assign. mortgage. pledge and deliver all or any part of the property 
of this Corporation upon such terms and conditions as the Board of Directors shall determine. 


23. To meke, perform and carry out contracts of every kind made for any lawful purpose 
with, and to act as agent, representative or factor for, any individual, firin, corporation, company, 
association, trust, or organization, or any public, quasi-public, or municipal corporation, domestic 
or foreign, or any domestic or foreign state, government or governmental authority or agency. 


24. ‘To purchase, or otherwise acquire, the whole or any part of the property, assets, business, 
good will, rights and franchises of any individual, firm, corporation, company, association. trust, or 
organization; to assume the whole or any part of the bonds, mortgages, franchises, leases, contracts, 
indebtedness, guarantees, liabilities and obligations of any individual, firm, corporation, company, 
association, trust, or organization, or give guarantees in respect thereof; and to hold or in any 
manner dispose of the whole or any part of the property, asscts, business, good will, rights and 
franchises so purchased or acquired, and to conduct and manage, in any lawful manner, the whole 
or any part of any business so purchased or acquired, and to exercise all the powers, necessary or 
convenient in and about the conduct and management thereof. 


25. To carry on any other lawful business or operation deemed advantageous, desirable or 
incidental to any of tle purposes herein specified, or calculated. directly or indirectly, to promote 
the interests of this Corporation, or to enhance the value of its properties, securities, or assets of 
any kind whatsoever. 


26. To execute and deliver general or special powers of attorney to individuals, firms, corpo- 
rations, companies, associations, trusts and organizations in the United States, or any other country, 
and to revoke the same as the Board of Directors shall determine. 


27. Yo have one or more of its offices, and to carry on any or all of its operations and business, 
within or without the State of Delaware, in any part of the world, and to have and exercise all the 
rights and powers now or hereafter conferred by the laws of the State of Delaware upon corporations 
organized under the same statutes as this Corporation. 


~ 
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The foregoing clauses shall be construed both as objects and powers, and the foregoing enumeration 
of specific powers shall not be held to limit or restrict in any manner the powers of this Corporation; 
and the purposes, objects and powers specified in each of the paragraphs of Article Third hereof shall, 
except as otherwise expressly provided, in nowise be limited or restricted by reference to or inference 
under the terms of any other article, clause or paragraph hereof, but each of the purposes, objects and 
powers specified herein shall be regarded as independent purposes, objects and powers. 


Fourtn: The total number of shares of all classes of stock which the Corporation shall have authority 
to issue is 15,800,000 shares, of which 500,000 shares shall be Cumulative Prior Preferred Stock of the 
par value of $100 each (hereinafter called “Prior Preferred Stock’), 300,000 shares shall be Cumula- 
tive Second Preferred Stock, of the par value of $100 each (hereinafter called “Second Preferred Stock’’) 
and 15,000,000 shares shall be Common Stock, of the par value of $1 each (hereinafter called “Common 
Stock”). 


A statement of the designations and the powers, preferences and rights, and the qualifications, limi- 
tations or restrictions thereof, of the shares of stock of each class which the Corporation shall have 
authority to issue, the fixing of which by the Certificate of Incorporation, as amended, is desired, and 
the grant of authority to the Board of Directors to fix by resolution or resolutions the designations and 
the powers, preferences and rights, and the qualifications, limitations or restrictions thereof, of the 
respective series of Prior Preferred Stock and Second Preferred Stock which are not fixed herein, 
is as follows: 


Prior PREFERRED STOCK 


1. The Prior Preferred Stock may be issued from time to time in one or more series. The 
designations, preferences and relative, participating, optional and other special rights of each such 
series and the qualifications, limitations or restrictions thereof may differ from those of any and 
all other series already outstanding, and the Board of Directors of the Corporation is hereby expressly 
granted authority, subject to the provisions hereof, to fix, by resolution or resolutions adopted prior to 
the issuance of any shares of a particular series of Prior Preferred Stock, the designations, preferences 
and relative participating, optional and other special rights of such series, aud the quaiifications, 
limitations or restrictions thereof, in any or all of the following, but in no other, respects: 


(a) the number of shares to constitute such series and the designation of such series; 


(b) the rate of dividends (not exceeding 7% per annum) which the shares of such series 
shall be entitled to receive and the date or dates from which dividends thereon shall be cumulative ; 


(c) the amount of the premium, if any (not exceeding $10 per share), over and above $100 
per share and any accrued dividends thereon, which the shares of such series shall be entitled to 
receive upon the redemption thereof; 


(d) the amount of the premium, if any (not exceeding $10 per share). over and above $100 
per share and any accrued dividends thereon, which the shares of such series shall be entitled to 
receive upon the voluntary dissolution, liquidation or winding up of the Corporation ; 


(e) the right, if any, of holders of shares of such series to convert the same into or exchange 
the same for stock of any other series or class or other securities and the terms and conditions of 
such conversion or exchange; and 


(f) the terms of any purchase fund or sinking fund for the purchase or redemption of shares 
of such series; 


provided, however, that the initial series of Prior Preferred Stock shal! consist of 403,500 shares, 
shall be designated “Cumulative Prior Preferred Stock. 414% Series of 1947” (hereinaiter called 
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“1947 Prior Preferred Stock’’) shall have the dividend rate and the dates from which dividends 
thereon shall be cumulative, shall be entitled to receive the respective premiums upon redemption or 
upon the voluntary dissolution, liquidation or winding up of the Corporation and shall be entitled 
to the benefit of the sinking fund, provided in Section 10 of this Article Fourth, and shall have no 
right of conversion or exchange. All shares of Prior Preferred Stock of the same series shall be 
identical in all respects except, if so provided, as to the dates from which dividends become cumulative, 
and all shares of Prior Preferred Stock of all series shall be of equal rank and shall be identical in 
all respects except as permitted by the foregoing provisions of this Section 1. 


2. The holders of Prior Preferred Stock of each series shall be entitled to receive, and the 
Corporation shall be bound to pay, only as and when declared by the Board of Directors and out of 
funds legally available for the payment of dividends, cumulative dividends, in the case of 1947 Prior 
Preferred Stock, at the rate fixed in Section 10 of this Article Fourth, and in the case of Prior 
Preferred Stock of each other series, at the annual rate fixed with respect to such series in accordance 
with Section 1 of this Article Fourth, and no more, payable in cash, quarterly, on the first days of 
January, April, July and October in each year. In case Prior Preferred Stock of more than one series 
is outstanding, the Corporation, in making any dividend payment upon the Prior Preferred Stock, 
shall make dividend payments ratably upon all outstanding shares of Prior Preferred Stock of all 
series in proportion to the amount of dividends accrued thereon to the date of suciu dividend payment. 
If dividends on any shares of Prior Preferred Steck shall be in arrears, the holders thereof shall noz 
be entitled to any interest, or sum of money in iiteu of interest, thereon. 


3. The Corporation, at the option of the Board of Directors. may redeem at any time. or from 
time to time, any series of Prior Preferred Stock or any part of any series, at $100 per share, plus 
accrued dividends thereon to the date fixed for redemption, plus a premium, in the case of the 1947 
Prior Preferred Stoek, in the amount fixed in Section 10 of this Article Fourth, and in the 
case of Prior Preterred Stock of any other series, in the amouut, if any, fixed with respect to 
such series in accordance with Section | of this Article Fourth (the total amount per share so payable 
upon any redemption of Prior Preferred Stock being herein referred to as the “redemption price’) ; 
provided, however, that not less than 30 days previous to the date fixed for redemption a notice of the 
time and place thereof shall be given to the holders of record of the shares of Prior Preferred 

tock so to be redeemed, by mailing a copy of such notice to such holders at their respective 
addresses as the same appear upon the books of the Corporation. In case of redemption of 
less than all of the outstanding Prior Preferred Stock of any one series, such redemption shall 
be made pro rata, or the shares to be redeemed shall be chosen by lot, in such manner as the Board 
of Directors may determine. 


At any time after notice of redemption has been given in the manner herein prescribed, or after 
the Corporation shall have delivered to any bank or trust company having its principal office in the 
Borough of Manhattan, City and State of New York, or in the City of Tulsa, State of Oklahoma, 
and having a capital, surplus and undivided profits of at least $5,000,000, an instrument in writing 
irrevocably authorizing such bank or trust company to give notice of redemption of all the outstanding 
Prior Preferred Stock of any one or more series in the name of the Corporation and in the manner 
herein prescribed, the Corporation may deposit the amount of the aggregate redemption price with 
any such bank or trust company named in such notice, in trust for the holders of the shares so to be 
redeemed, payable on the date fixed for redemption as aforesaid and in the amounts aforesaid to the 
respective order of such holders upon endorsement to the Corporation or otherwise, as may be 
required, and upon surrender of the certificates for such shares. Upon deposit of the aggregate 
redemption price as aforesaid, or if no such deposit is made, upon said date fixed for redemption 
(unless the Corporation shall default in making payment of the redemption price as set forth in said 
notice) such holders shall cease to be stockholders with respect to said shares and shiall be entitled only 
to such conversion or exchange rights (if any) on or before the date fixed for redemption as may be 
provided with respect to such shares or to receive the redemption price on the date fixed for 
redemption as aforesaid, from such bank or trust company or from the Corporation, without interest 
thereon, upon endorsement, if required, and the surrender of the certificates for such shares, as 
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aforesaid; provided that any futids so deposited by the Corporation and unclaimed at the end of 
6 years from the date fixed for such redemption shall be repaid to the Corporation upon its request, 
after which repayment the holders of such shares so called for redemption shall look only to the 
Corporation for payment of the redemption price thereof. Any funds so deposited which shall not 
be required for stich redemption because of the exercise, subsequent to the date of such deposit, of 
any right, conversion or otherwise, shall be returned to the Corporation forthwith. Any interest 
accrued on any funds so deposited shall belong to the Corporation and shall be paid to it from time 
to time. 


Subject to the provisions hereof, the Board of Directors shall have authority to prescribe the 
manner in which Prior Preferred Stock shall be redeemed from time to time. No shares of Prior 
Preferred Stock which shall have been redeemed or which shall have been purchased by the appli- 
cation of capital or otherwise retired pursnant to the provisions of the General Corporation Law 
of the State of Delaware shall be reissued or resold. 


4. Upon any dissolution, liquidation or winding up of the Corporation, the holders of Prior 
Preferred Stock of each series shall be entitled, before any distribution or payment is made to the 
holders of any class of stock ranking junior to the Prior Preferred Stock, to be paid in cash $100 
per share, plus accrued dividends thereon to the date of payment, plus, if such dissolution, liquidation 
or winding up shall be voluntary, a premium, in the case of 1947 Prior Preferred Stock, in the 
amount fixed in Section 10 of this Article Fourth, and in the case of Prior Preferred Stock of any 
other series, in the amount, if any, fixed with respect to such series in accordance with Section 1 of this 
Article Fourth, and no more. In case the net assets of the Corporation are insufficient to pay the holders 
of all outstanding shares of Prior Preferred Stock of all series the full amounts to which they are 
respectively entitled, the entire net assets of the Corporation shall be distributed ratably to the holders 
of all outstanding shares of Prior Preferred Stock of all series in proportion to the amounts to 
which they are respectively entitled. The consolidation or merger of the Corporation with or into 
another corporation, or the sale, lease or conveyance of all or substautially all of the assets of the 
Corporation as an entirety shall not be deemed a dissolution, liquidation or winding up of the Cor- 
poration for the purposes of this Section 4, and of Sections 14 and 21, of this Article Fourth. 


5. Except as otherwise required by law and subject to the provisions of Section 6 of this Article 
Fourth, no holder of Prior Preferred Stock shall have any right to vote for the election of directors or 
for any other purpose; provided, however, that if and whenever dividends on any series of the 
Prior Preferred Stock shall be in arrears and such arrears shall aggregate an amount at least 
equal to 6 quarterly dividends upon such series, then and in such event and until such right shall cease 
as hereinafter provided, the holders of the outstanding Prior Preferred Stock shall be entitled, at all 
elections of directors, voting separately as a class, to elect 2 members of the Board of Directors; 
provided further, however, that in case a majority of the outstanding Prior Preferred Stock shall not 
be present in person or represented by proxy at any meeting at which the holders of the Prior 
Preferred Stock shall be entitled to vote for the election of directors, then the holders of the Prior 
Preferred Stock so present or represented shall be entitled, voting concurrently with the holders of 
the Common Stock and not as a separate class, to vote for the election of directors. Whenever all 
arrears of dividends on the Prior Preferred Stock shall have been paid and dividends thereon for the 
current quarterly dividend period shall have been paid or declared and provided for, then the right 
of the holders of the Prior Preferred Stock to vote as provided in this Section 5 at all elections of 
directors shall cease, but stthject always to the same provisions for the vesting of such voting rights 
in the case of any such future arrearages in dividends. 

In any case in which the holders of the Prior Preferred Stock shall be entitled to vote pursuant 
to the provisions of this Section 5, or of Section 6, of this Article Fourth or pursuant to law, 
each holder of Prior Preferred Stock shall be entitled to one vote for each share thereof held. 

6 (a). So long as any shares of Prior Preferred Stock are outstanding, the consent of the 
holders of at least two-thirds of the outstanding shares of Prior Preferred Stock, given in person 
or by proxy, either in writing or at a meeting called for that purpose, at which the holders of the 
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Prior Preferred Stock shall vote separately as a class, shall be necessary for effecting or validating 
any one or more of the following: 


(1) The authorization of any additional class of stock ranking prior to or on a parity with 
the Prior Preferred Stock, or the increase in the authorized amount of the Prior Preferred 
Stock or of any class of stock ranking prior to or on a parity with the Prior Preferred Stock, 
or the authorization or increase in the authorized amount of any class of stock or obligation 
convertible into or evidencing the right to purchase any stock of any class ranking prior to 
or on a parity with the Prior Preferred Stock; 


(2) The amendment, alteration or repeal of any of the provisions of the Certificate of 
Incorporation of the Corporation or any, amendment thereto or any other certificate filed 
pursuant to law which would adversely affect any of the rights or preferences of outstanding 
shares of Prior Preferred Stock; provided, however, that if any such amendment, alteration or 
repeal would adversely affect the rights or preferences of outstanding shares of Prior Preferred 
Stock of any particular serics without correspondingly affecting the rights or preferences of 
outstanding shares of all series, then like consent by the holders of at least two-thirds of the 
shares of Prior Preferred Stock of that particular series at the time outstanding shall also be 
necessary for efiecting or validating any such amendment, alteration or repeal; 


(3) The voluntary dissolution, liquidation or winding up of the Corporation, or the sale, 
lease or conveyance by the Corporation (except to a Wholly-Owned Subsidiary) of all or 
substantially all of its property or business; 


(4) The merger or consolidation of the Corporation with or into any other corporation 
unless (A) the corporation resulting from or surviving such merger or consolidation will have 
after such merger or consolidation no class of stock and no other securities, either authorized 
or outstanding, ranking prior to or on a parity with the Prior Preferred Stock (or the stock, 
if any, issued to holders of Prior Preferred Stock in lieu thereof in connection with such 
merger or consolidation) except the same number of shares of stock and the same amount of 
other securities with the same rights and preferences as the stock and securities of the Corpo- 
ration, respectively, authorized and outstanding immediately preceding such merger or con- 
solidation, and (B) each holder of Prior Preferred Stock immediately preceding such merger 
or consolidation shall receive in connection with such merger or consolidation the same uumber 
of shares, with the same rights and preferences, of the resulting or surviving corporation; 


(5) The sale, lease or conveyance by any Subsidiary (except to the Corporation or a Wholly- 
Owned Subsidiary) of all or substantially all of its property or business ; 


(6) The merger or consolidation of any Subsidiary with or into any other corporation except 
the Corporation or a Wholly-Owned Subsidiary ; 


(7) The giving by the Corporation or any Subsidiary of any guaranty or similar obligation 
for the payment of any indebtedness of any other corporation or person or persons or for the 
payment of any amounts with respect to the stock of any other corporation; provided, however, 
that this provision shall not prevent the Corporation or any Subsidiary, without such consent. 
from (A) guaranteeing the performance of any contract, or the payment of any obligation, of a 
Subsidiary, or (B) guaranteeing customers’ notes and trade acceptances received by the Corpora- 
tion or any Subsidiary in the ordinary and regular course of its business, or (C) extending, 
renewing or refunding any such guaranty or similar obligation ; 


(8) The issue or sale (except to the Corporation or a Wholly-Owned Subsidiary) by any 
Subsidiary of any common stock of such Subsidiary; provided, however, that this provision shal! 
not prevent, without such consent, the issue or sale by a Subsidiary, which is not a Wholly-Owned 
Subsidiary, of common stock to others than the Corporation if, simultaneously with such issue or 
sale, there is issued or sold to the Corporation or one or more Wholly-Owned Subsidiaries conimion 
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stock in an amount sufficient to maintain the proportionate equity interest and voting control of the 
Corporation and its Wholly-Owned Subsidiaries in the Subsidiary so issuing or selling such 
stock; or 


(9) The sale or other disposal by the Corporation or any Subsidiary (except to the Corpo- 
ration or a Wholly-Owned Subsidiary) of any obligation or stock of any other Subsidiary unless 
prior thereto or at the same time all of the obligations and stock of such other Subsidiary owned 
directiy or indirectly by the Corporation and its Subsidiaries are sold or disposed of as an entirety 
for a consideration which shall not include capital stock of another corporation and which shail 
not include obligations of another corporation’ unless the shares of stock and obligations so sold 
or disposed of shall be validly pledged, free and clear of all other liens, charges or encumbrances, 
as security for such obligations. 


(b) So long as any shares of Prior Preferred Stock are outstanding and unless 


(1) Consolidated Net Income for any 12 consecutive calendar months out of the 15 calendar 
months next preceding the date of the proposed transaction for the purpose of which the calcula- 
tion is made and the annual average of Consolidated Net Income for the 2 completed fiscal years 
next preceding the date of such transaction, Consolidated Net Income being increased in each 
case by an amount equal to the amount of interest on Funded Debt deducted in determining such 
Consolidated Net Income, shall each have been at least equal to 250% of the sum of (1) the total 
annual interest requirements on all Consolidated Funded Debt to be outstanding after giving effect 
to such transaction, plus (11) the total annual dividend requirements on ali shares of Prior 
Preferred Stock and on all shares of all other classes of stock of the Corporation ranking prior to 
or ona parity with the Prior Preferred Stock and on all shares of all classes of stock of Subsidiaries, 
not owned by the Corporation or any Wholly-Owned Subsidiary, ranking prior to the common 
stocks of such Subsidiaries, which shares are to be outstanding after giving effect to such 
transaction, and 


(11) Consolidated Net Tangible Assets as of any date not more than 90 days preceding the 
date of the proposed transaction for the purpose of which the calculation is made (adjusted, how- 
ever, to give effect to such proposed transaction and the net proceeds received or the net 
expenditures incurred, as the case may be, by the Corporation and its Subsidiaries from the 
issuance, sale, acquisition or redemption ol, or other dealings in, securities of the Corporation and 
its Subsidiaries after the date as of which Consolidated Net Tangible Assets were calculated but 
on or prior to the date of such proposed transaction) shall be at least equal to 150% of the sum 
of (i) Consolidated Funded Debt to be outstanding after giving effect to such transaction, plus 
(ii) the involuntary liquidation price of all outstanding shares of Prior Preferred Stock and of 
all other classes of stock of the Corporation ranking prior to or on a parity with the Prior Preferred 
Stock and of all shares of all classes of stock of Subsidiaries, not owned by the Corporation or any 
Wholly-Owned Subsidiary, ranking prior to the common stocks of such Subsidiaries, which shares 
are to be outstanding after giving effect to such transaction, plus (ili) the capital and surplus 
applicable to all shares of common stocks of Subsidiaries, not owned by the Corporation or any 
Wholly-Owned Subsidiary, which are to be outstanding after giving effect to such transaction, 
such capital and surplus being as shown by the books of such Subsidiaries, 


the consent of the holders of at least two-thirds of the outstanding shares of Prior Preferred Stock, 
given in person or by proxy, either in writing or at a meeting called for that purpose, at which the 
holders of the Prior Preferred Stock shail vote separately as a class, shall be necessary for effecting 
or validating any one or more of the following: 


(1) The creation, issuance, sale or assumption by the Corporation or any Subsidiary of any 
Funded Debt; provided, however, that this provision shall not prevent, without such consent 
(A) the creation, issue and sale by the Corporation of an aggregate of not exceeding $25,000,000 
principal amount of unsecured debentures and/or notes on or about the effective date of the 
Agreement of Merger setting forth this Article Fourth or (B) the creation, issuance, sale or 
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assumption by the Corporation or any Subsidiary of any Funded Debt for the purpose of extend- 
ing, renewing or refunding at least an approximately equal aggregate principal amount of 
Funded Debt of the Corporation or such Subsidiary, or (C) the creation by any Subsidiary of 
any Funded Debt for issuance to, and the issuance and sale thereof to, the Corporation or a 
Wholly-Owned Subsidiary, or the extending, renewing or refunding of any such I'unded Debt, or 
(D) the creation by the Corporation or any Subsidiary of Funded Debt secured by purchase money 
mortgages or other purchase money liens on property which subsequent to the effective date of 
the Agreement of Merger setting forth this Article Fourth may be acquired by the Corporation or 
any Subsidiary, or the assumption by the Corporation or any Subsidiary of Funded Debt secured 
by mortgages or other liens existing on such property at the time of acquisition, provided that such 
Funded Debt shall not exceed two-thirds of the cost or fair market value (as determined in good 
faith by the Board of Directors of the Corporation) of such property at the time of acquisition, 
whichever is less, or the extending, renewing or refunding of any such Funded Debi, mortgage 
or other lien; 


(2) The issuance by the Corporation of any authorized Prior Preferred Stock in excess 
of the number of shares initially issued pursuant to the provisions of Article TV of the Agreement 
of Merger setting forth this Article Fourth or of any shares of any class of stock ranking prior 
to or on a parity with the Prior Preferred Stock or of any class of stock or obligation convertible 
into or evidencing the right to purchase any stock of any class ranking prior to or on a parity 
with the Prior Preferred Stock ; or 


(3) The issuance by any Subsidiary (except to the Corporation or a Wholly-Owned 
Subsidiary) of any shares of any class of stock of such Subsidiary ranking prior to the common 
stock of such Subsidiary. 


7. (a) Inno event, so long as any of the Prior Preferred Stock shall be outstanding, shall any 
dividend whatsoever, whether in cash, stock or otherwise, be declared or paid, or any distribution be 
made, on any stock of the Corporation of a class ranking junior to the Prior Preferred Stock, nor 
shall any shares of any such junior class of stock be purchased by the Corporation or by a Subsidiary 
or be redeemed by the Corporation, nor shall any moneys be paid to or set aside or made available 
for a purchase fund or sinking fund for the purchase or redemption of any shares of any such 


junior class of stock, unless 


(1) all dividends on all outstanding shares of Prior Preferred Stock of all series for all past 
dividend periods shall have been paid and the full dividends for the then current quarterly dividend 
period shall have been paid or declared and provided for, and 


(2) the Corporation shall have paid or set aside all amounts, if any, theretofore required to 
be paid or set aside as and for all purchase funds and sinking funds, if any, for the shares of Prior 
Preferred Stock of all series for the then current fiscal year, and all defaults, if any, in complying 
with any such purchase fund and sinking fund requirements in respect of previous fiscal years 
shall have been made good. 


(b) In no event, so long as any Prior Preferred Stock shall be outstanding, shall any dividend, 
other than a dividend payable in stock of the Corporation of a class ranking junior to the Prior 
Preferred Stock, be declared or paid, or any distribution be made, on any such junior class of stock, 
nor shall any shares of any such junior class of stock be purchased by the Corporation or by a 
Subsidiary or be redeemed by the Corporation, nor shall any moneys be paid to or set aside or made 
available for a purchase fund or sinking fund for the purchase or redemption of any shares of any 
such junior class of stock, except to the extent that the sum of 

(1) Consolidated Net Income subsequent to December 31, 1946, plus 

(2) $5,000,000, plus 

(3) the aggregate net proceeds received by the Corporation from the issue and sale on or 
subsequent to the effective date of the Agreement of Merger setting forth this Article Fourth of 
shares of stock of the Corporation of any class ranking junior to the Prior Preferred Stock, which 
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net proceeds, to the extent that any thereof consists of property, rather than cash, shali be taken 
at the tair value of such property as determined by the Board of Directors of the Corporation, plus 


(4) the aggregate net proceeds received by the Corporation from the issue and sale of any 
Funded Debt or any shares of Prior Preferred Stock or stock of any class ranking prior to or on a 
parity with the Prior Preferred Stock, which subsequent to the effective date of the Agreement of 
Merger setting forth this Article Fourth may have been converted into shares of stock of the 
Corporation of any class ranking junior to the Prior Preferred Stock, whieh net proceeds, to the 
extent that any thereof consists of property, rather than cash, shall be taken at the fair value of 
such property as determined by the Board of Directors of the Corporation, 


shall exceed the sum of 


(1) the aggregate amonnt of dividends (except dividends payable in shares of stock of the 
Corporation of a class ranking junior to the Prior Preferred Stock) paid or declared and distribu- 
tions (not including amounts applied to the purchase or redemption of shares of any stock) made 
by the Corporation subsequent to December 31, 1946, plus 


(2) the aggregate amount expended by the Corporation and its Subsidiaries subsequent to 
the effective date of the Agreement of Merger setting forth this Article fourth for the purpose 
of acquiring or redeeming shares of stock of the Corporation of any class ranking junior to the 
Prior Preferred Stock. 


8. Any purchase fund or sinking fund provided for the purchase or redemption of Prior Pre- 
ferred Stock of any series (other than 1947 Prior Preferred Stock) may provide for the purchase or 
redemption of stock of such series and of any other series of Prior Preferred Stock created thereafter. 


No shares of Prior Preferred Stock which shall have been purchased or redeemed through the 
operation of any purchase fund or sinking fund, or for which credit against any purchase fund or 
sinking find requirement shal! have been taken, shall be applied against any subsequent purchase 
fund or sinking fund requirement or reissued or resold. 


9. In case Prior Preferred Stock of any series shall be convertible into or exchangeable for 
stock of any other series or class or other securities, no shares of Prior Preferred Stock of such series 
which shall have been so converted or exchanged shall be reissued or resold. 


10. The 1947 Prior Preferred Stock shall be entitled: 


(a) To receive dividends at the rate of 414% of the par value thereof per annum, whicl 
dividends shall be cumulative, with respeet to shares issued on the effective date of the Agreement 
of Merger setting forth this Article Fourth, from the day on which such shares are issued, and 
with respect to shares issued after such date, from the first day of the quarterly dividend period 
within which such shares are issued; 


(b) To receive upon the redemption thereof a premium, over and above $100 per share 
and any accrued dividends thereon, of $4 per share if redeemed prior to January 1, 1950; $3 per 
share if redeemed on or after January 1, 1950, but prior to January 1, 1952; $2 per share if 
redeemed on or after January 1, 1952, but prior to January 1, 1954; and $1 per share if redeemed on 
or after January 1, 1954, but prior to January 1, 1956; but to receive no premium if redeemed 
on or after January 1, 1956, or if redeemed through the operation of the sinking fund provided 
for in paragraph (d) of this Section 10: 


(c) To receive upon the voluntary dissolution, liquidation or winding up of the Corporation. 
a premium, over and above $100 per share and any accrued dividends thereon, in the same amount 
per share as the premium which the shares of such series would be entitled to receive pursuant 
to the provisions of paragraph (b) of this Section 10 if, on the date of paynient, such shares were 
being redeemed pursuant to the provisions of Section 3 of this Article Fourth: 
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(d) To the benefit of a sinking fund as and for which the Corporation, so long as any shares 
of 1947 Prior Preferred Stock shall be outstanding, shall set aside in cash on July 1, 1948, and on 
each January 1] and July 1 thereafter, an amount equal to $100 multiplied by 114% of the greatest 
number of shares of 1947 Prior Preferred Stock at any one time theretofore outstanding, less an 
amount equal to $100 per share for such number of shares of 1947 Prior Preferred Stock as the 
Corporation may credit against any such sinking fund requirement out of any shares purchased or 
redeemed by it (other than shares purchased or redeemed through the operation of the sinking fund 
and other than fractions of shares in respect of which the Corporation shall have paid cash under the 
provisions of subdivision (e) of Article IV of the Agreement of Merger setting forth this Article 
Fourth), at any time prior to the setting aside of such sinking fund requirement and for which credit 
shall not theretofore have been taken against any such sinking fund requirement. 


At any time or times after any January 1 or July 1 and prior to the next May 1 or November 
1, as the case may be, the Corporation may apply any cash then in the sinking fund to the 
purchase of shares of 1947 Prior Preferred Stock, if obtainable, at a price or prices not exceeding 
$100 per share plus accrued dividends to the date of purchase. Such purchases may be made at 
public or private sale, with or without advertisement, in such manner, from such person or persons, 
aud at such price or prices (subject to the provisions of the preceding sentence) as the Corporation 
in its discretion may determine. 


If, on any May 1 or November 1 the unexpended balance of cash in the sinking fund shall 
exceed $10,000, such balance, to the extent necessary substantially to exhaust the same, shall be 
applied to the redemption of shares of 1947 Prior Preferred Stock on or before the dividend pay- 
ment date next following such May 1 or November 1, as the case may be (provided, however, that 
if such balance shall not exceed $10,000 the Corporation may, but shall not be required to, make 
such redemption) in the manner prescribed by Section 3 of this Article Fourth at the redemption 
price specified in paragraph (b) of this Section 10 in respect of shares redeemed through the 
operation of the sinking fund. Any amount of such balance not so applied to such redemption shall 
be retained in the sinking fund and shall be applied with subsequent sinking fund instalments to the 
purchase or redemption of 1947 Prior Preferred Stock as above provided. 


Accrued dividends on shares of 1947 Prior Preferred Stock purchased or redeemed through the 
operation of the sinking fund shall be paid by the Corporation out of its general funds. 


SECOND PREFERRED STOCK 


11. The Second Preferred Stock may be issued from time to time in one or more series. The 
designations, preferences and relative, participating, optional and other special rights of each such 
series and the qualifications, limitations or restrictions thereof may differ from those of any and all 
other series already outstanding, and the Board of Directors of the Corporation is hereby expressly 
granted authority, subject to the provisions hereof, to fix, by resolution or resolutions adopted prior 
to the issuance of any shares of a particular series of Second Preferred Stock, the designations, 
preferences and relative, participating, optional and other special rights of such series, and the 
qualifications, limitations or restrictions thereof, in any or all of the following, but in no other, 
respects: 


(a) the number of shares to constitute such series and the designation of such series; 


(b) the rate of dividends (not exceeding 7% per annum) which the shares of such series 
shall be entitled to receive and the date or dates from which dividends thereon shall be cumulative ; 


(c) the amount of the premium, if any (not exceeding $10 per share), over and above $100 
per share and any accrued dividends thereon which the shares of such series shall be entitled to 
receive upon the redemption thereof ; 


(d) the amount of the premium, if any (not exceeding $10 per share), over and above $100 
per share and any accrued dividends thereon which the shares of such series shall be entitled to 
receive upon the voluntary dissolution, liquidation or winding up of the Corporation ; 
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(e) the right, if any, of holders of shares of such series to convert the same into or exchange 
the same for stock of any other series or class or other securities and the terms and conditions of 
such couversion or exchange; and 


(f) the terms of any purchase fund or sinking fund for the purchase or redemption of shares 
of such series. 


All shares of Second Preferred Stock of the same series shall be ideutical in all respects, except, if so 
provided, as to the dates from which dividends become cumulative, and all shares of Second Preferred 
Stock of all series shall be of equal rank and shall be identical in all respects except as permitted by 
the foregoing provisions of this Section 11. 


12. Subject to the prior rights of the Prior Preferred Stock and to the limitations set forth in 
Section 7 of this Article Fourth, the holders of Second Preferred Stock of each series shall be entitled 
to receive, and the Corporation shall be bound to pay, only as and when declared by the Board of 
Directors and out of funds legally available for the payment of dividends, cumulative dividends at 
the annual rate fixed with respect to such series in accordance with Section 11 of this Article Fourth 
hereof, and no more, payable in cash, quarterly, on the first days of January, April, July and October 
in each year. In case Second Preferred Stock of more than one series is outstanding, the Corpora- 
tion, in making any dividend payment upon the Second Preferred Stock, shall make dividend pay- 
ments ratably upon all outstanding shares of Second Preferred Stock of all series in proportion to 
the amount of dividends accrued thereon to the date of such dividend payment. If dividends on any 
shares of Second Preferred Stock shall be in arrears, the holders thereof shall not be entitled to any 
interest, or sum of money in lieu of interest, thereon. 


13. Subject to the limitations set forth in Section 7 of this Article Fourth, the Corporation 
at the option of the Board of Directors, may redeem at any time, or from time to time, any series 
of Second Preferred Stock or any part of any series, at $100 per share, plus accrued dividends thereon 
to the date fixed for redemption, plus a premium in the amount, if any, fixed with respect to such 
series in accordance with Section 11 of this Article Fourth (the total amount per share so payable 
upon any redemption of Second Preferred Stock being herein referred to as the “redemption price’’) ; 
provided, however, that not less than 30 days previous to the date fixed for redemption a notice of 
the time and place thereof shall be given to the holders of record of the shares of Second Preferred 
Stock so to be redeemed, by mailing a copy of such notice to such holders at their respective addresses 
as the same appear upon the books of the Corporation. In case of redemption of less than all of the 
outstanding Second Preferred Stock of any one series, such redemption shall be made pro rata, or 
the shares to be redeemed shall be chosen by lot, in such manner as the Board of Directors may 
determine. 


At any time after notice of redemption has been given in the manner herein prescribed, or after 
the Corporation shall have delivered to any bank or trust company having its principal office in the 
Borough of Manhattan, City and State of New York, or in the City of Tulsa, State of Oklahoma, and 
having a capital, surplus and undivided profits of at least $5,000,000, an instrument in writing irrevoc- 
ably authorizing such hank or trust company to give notice of redemption of all the outstanding Second 
Preferred Stock of any one or more series in the name of the Corporation and in the manner herein 
prescribed, the Corporation may deposit the amount of the aggregate redemption price with any such 
bank or trust company named in such notice, in trust for the holders of the shares so to be redeemed, 
payable on the date fixed for redemption as aforesaid and in the amounts aforesaid to the respective 
order of such holders upon endorsement to the Corporation or otherwise. as may be required, and upon 
surrender of the certificates for such shares. Upon deposit of the aggregate redemption price as afore- 
said, or if no such deposit is made, upon said date fixed for redemption (unless the Corporation shall 
default in making payment of the redemption price as set forth in said notice) such holders shal! cease 
to be stockholders with respect to said shares and shall be entitled only to such conversion or exchange 
rights (if any) on or before the date fixed for redemption as may be provided with respect to such 
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shares or to receive the redeinption price on the date fixed for redemption as aforesaid, from such 
bank or trust company or from the Corporation, without interest thereon, upon endorsement, if 
required, and the surrender of the certificates for such shares, as aforesaid; provided that any funds 
so deposited by the Corporation and unclaimed at the end of 6 years from the date fixed for such 
redemption shall be repaid to the Corporation upon its request, after which repayment the holders 
of such shares so called for redemption shall look only to the Corporation for payment of the 
redemption price thereof. Any funds so deposited which shall not be required for such redemption 
because of the exercise, subsequent to the date of such deposit, of any right, conversion or other- 
wise, shall be returned to the Corporation forthwith. Any interest accrued on any funds so deposited 
shall belong to the Corporation and shall be paid to it from time to time. 


Subject to the provisions hereof, the Board of Directors shall have authority to prescribe the 
manner in which Second Preferred Stock shall be redeemed from time to time. No shares of Second 
Preferred Stock which shall have been redeemed or which shall have been purchased by the appli- 
cation of capital or otherwise retired pursuant to the provisions of the General Corporation Law 

f the State of Delaware shall be reissued or resold. 


14. Upon any dissolution, liquidation or winding up of the Corporation, subject to the prior 
rights of the Prior Preferred Stock, the holders of Second Preferred Stock of each series shall be 
entitled, before any distribution or payment is made to the holders of any class of stock ranking 
junior to the Second Preferred Stock, to be paid in cash $100 per share, plus accrued dividends 
thereon to the date of payment, plus, if dissolution, liquidation or winding up shal! be voluntary, 
a premium in the amount, if any, fixed with respect to such series in accordance with Section 11 of 
this Article Fourth, and no more. In case the net assets of the Corporation remaining after the holders 
of the Prior Preferred Stock shall have been paid the full amounts to which they are entitled are 
insufficient to pay the holders of all outstanding shares of Second Preferred Stock of all series the 
full amounts to which they are respectively entitled, all of such remaining net assets shall be 
distributed ratably to the holders of all outstanding shares of Second Preferred Stock of all series 
in proportion to the amounts to which they are respectively entitled. 


15. Except as otherwise required by law and subject to the provisions of Section 16 of this 
Article Fourth, no holder of Second Preferred Stock shall have any right to vote for the election of 
directors or for any other purpose ; provided, however, that if and whenever dividends on any series of 
the Second Preferred Stock shall be in arrears and such arrears shall aggregate an amount at least 
equal to 6 quarterly dividends upon such series, then and in such event and until such right shall 
cease as hereinafter provided, the holders of the outstanding Second Preferred Stock shall be entitled, 
at all elections of directors, voting separately as a class, to elect 2 members of the Board of Directors; 
provided further, however, that in case a majority of the outstanding Second Preferred Stock shall 
not be present in person or represented by proxy at any meeting at which the holders of the Second 
Preferred Stock shall be entitled to vote for the election of directors, then the holders of the Second 
Preferred Stock so present or represented shall be entitled, voting concurrently with the holders of 
the Common Stock and not as a separate class, to vote for the election of directors. Whenever all 
arrears of dividends on the Second Preferred Stock shall have been paid and dividends thereon for 
the current quarterly dividend period shall have been paid or declared and provided for, then the 
right of the holders of the Second Preferred Stock to vote as provided in this Section 15 at all 
elections of directors shall cease, but subject always to the same provisions for the vesting of such 
voting rights in the case of any such future arrearages in dividends. 


In any case in which the holders of the Second Preferred Stack shall be entitled to vote pursuant 
to the provisions of this Section 15, or of Section 16, of this Article Fourth or pursuant to law, each 
holder of Second Preferred Stock shall be entitled to one vote for each share thereof held. 


16 (a). So long as any shares of Second Preferred Stock are outstanding, the consent of the 
holders of at least a majority of the outstanding shares of Second Preferred Stock, given in person 
or by proxy, either in writing or at a meeting called for that purpose, at which the holders of the 
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Second Preferred Stock shall vote separately as a class, shall be necessary for effecting or validating 
any one or more of the following: 


(1) The authorization of any additional class of stock ranking prior to or on a parity with 
the Second Preferred Stock, or the increase in the authorized amount of the Second Preferred 
Stock or of any class of stock ranking prior to or on a parity with the Second Preferred Stock, or 
the authorization or increase in the authorized amount of any class of stock or obligation con- 
vertible into or evidencing the right to purchase any stock of any class ranking prior to or on 
a parity with the Second Preferred Stock; 


(2) The amendment, alteration or repeal of any of the provisions of the Certificate of 
Incorporation of the Corporation or any amendment thereto or any other certificate filed pursuant 
to law which would adversely affect any of the rights or preferences of outstanding shares of Second 
Preferred Stock; provided, however, that if any such amendment, alteration or repeal would 
adversely affect the rights or preferences of outstanding shares of Second Preferred Stock of any 
particular series without correspondingly affecting the rights or preferences of outstanding shares 
of all series, then like consent by the holders of at least a majority of the shares of Second Preferred 
Stock of that particular series at the time outstanding shall also be necessary for effecting or 
validating any such amendment, alteration or repeal ; 


(3) The voluntary dissolution, liquidation or winding up of the Corporation, or the sale, 
lease or conveyance by the Corporation (except to a Wholly-Owned Subsidiary) of all or sub- 
stantially all of its property or business ; 


(4) The merger or consolidation of the Corporation with or into any other corporation unless 
(A) the corporation resulting from or surviving such merger or consolidation will have after such 
merger or consolidation no class of stock and no other securities, either authorized or outstanding, 
ranking prior to or on a partity with the Second Preferred Stock (or the stock, if any, issued to 
holders of Second Preferred Stock in lieu thereof in connection with such merger or consolidation) 
except the same number of shares of stock and the same amount of other securities with the same 
rights and preferences as the stock and securities of the Corporation, respectively, authorized 
and outstanding immediately preceding such merger or consolidation, and (B) each holder of 
Second Preferred Stock immediately preceding such merger or consolidation shall receive in 
counection with such merger or consolidation the same number of shares, with the same rights 
and preferences, of the resulting or surviving corporation ; 


(5) The sale, lease or conveyance by any Subsidiary (except to the Corporation or a 
Wholly-Owned Subsidiary) of all or substantially all of its property or business; 


(6) The merger or consolidation of any Subsidiary with or into any other corporation except 
the Corporation or a Wholly-Owned Subsidiary; 


(7) The giving by the Corporation or any Subsidiary of any guaranty or similar obligation 
for the payment of any indebtedness of any other corporation or person or persons or for the 
payment of any amounts with respect to the stock of any other corporation; provided, however, that 
this provision shall not prevent the Corporation or any Subsidiary, without such consent, from 
(A) guaranteeing the performance of any contract, or the payment of any obligation, of a Sub- 
sidiary, or (B) guaranteeing customers’ notes and trade acceptances received by the Corporation 
or any Subsidiary in the ordinary and regular course of its business, or (C) extending, renewing 
or refunding any such guaranty or similar obligation; 


(8) The issue or sale (except to the Corporation or a Wholly-Owned Subsidiary) by any 
Subsidiary of any common stock of such Subsidiary; provided, however, that this provision shall 
not prevent, without such consent, the issue or sale by a Subsidiary, which is not a Wholly-Owned 
Subsidiary, of common stock to others than the Corporation if, simultaneously with such issue or 
sale, there is issued or sold to the Corporation or one or more Wholly-Owned Subsidiaries common 
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stock in an amount sufficient to maintain the proportionate equity interest and voting control of the 
Corporation aud its Wholly-Owned Subsidiaries in the Subsidiary so issuing or selling such 
stock ; or 


(9) The sale or other disposal by the Corporation or any Subsidiary (except to the Corpo- 
ration or a Wholly-Owned Subsidiary) of any obligation or stock of any other Subsidiary unless 
prior thereto or at the same time all of the obligations and stock of such other Subsidiary owned 
directly or indirectly by the Corporation and its Subsidiaries are sold or disposed of as an entirety 
for a consideration which shall not include capital stock of another corporation and which shall 
not include obligations of another corporation unless the shares of stock and obligations so sold 
or disposed of shall be validly pledged, free and clear of all other liens, charges or encumbrances, 
as security for such obligations. 


(b) So long as any shares of Second Preferred Stock are outstanding and unless 


(1) Consolidated Net Income for any i2 consecutive calendar months out of the 15 calendar 
months next preceding the date of the proposed transaction for the purpose of which the calculation 
is made and the annual average of Consolidated Net Income for the 2 completed fiscal years 
next preceding the date of such transaction, Consolidated Net Income being increased in each case 
by an amount equal to the amount of interest on Funded Debt deducted in determining such 
Consolidated Net Income, shall each have been at least equal to 200% of the sum of (i) the total 
annual interest requirements on all Consolidated Funded Debt to be outstanding after giving effect 
to such transaction, plus (11) the total annual dividend requirements on all shares of Second 
Preferred Stock and on all shares of all other classes of stock of the Corporation ranking prior 
to or on a parity with the Second Preferred Stock and on all shares of all classes of stock of 
Subsidiaries, not owned by the Corporation or any Wholly-Owned Subsidiary, ranking prior to 
the common stocks of such Subsidiaries, which shares are to be outstanding after giving effect to 
such transaction, and 


(1I) Consolidated Net Tangible Assets as of any date not more than 90 days preceding the 
date of the proposed transaction for the purpose of which the calculation is made (adjusted, how- 
ever, to give effect to such proposed transaction and the net proceeds received or the net 
expenditures incurred, as the case may be, by the Corporation and its Subsidiaries from the 
issuance, sale, acquisition or redemption of, or other dealings in, securities of the Corporation and 
its Subsibiaries after the date as of which Consolidated Net Tangible Assets were calculated but 
on or prior to the date of such proposed transaction) shall be at least equal to 133% of the sum 
of (1) Consolidated Funded Debt to be outstanding after giving effect to such transaction, plus 
(ii) the involuntary liquidation price of all outstanding shares of Second Preferred Stock and of 
all other classes of stock of the Corporation ranking prior to or on a parity with the Second Preferred 
Stock and of all shares of all classes of stock of Subsidiaries, not owned by the Corporation or any 
Wholly-Owned Subsidiary, ranking prior to the common stocks of such Subsidiaries, which shares 
are to be outstanding after giving effect to such transaction, plus (111) the capital and surplus 
applicable to all shares of common stocks of Subsidiaries, not owned by the Corporation or any 
Wholly-Owned Subsidiary, which are to be outstanding after giving effect to sucn transaction, 
such capital and surplus being as shown by the books of such Subsidiartes, 


the consent of the holders of at least a majority of the outstanding shares of Second Preferred 
Stock, given in person or by proxy, either in writing or at a meeting called for that purpose, at 
which the holders of the Second Preferred Stock shall vote separately as a class, shall be necessary 
for effecting or validating any one or more of the following: 


(1) The creation, issuance, sale or assumption by the Corporation or any Subsidiary of 
any Funded Debt; provided, however, that this provision shall not prevent, without such consent 
(A) the creation, issue and sale by the Corporation of an aggregate of not exceeding $25,000,000 
principal amount of unsecured debentures and/or notes on or about the effective date of the 
Agreement of Merger setting forth this Article Fourth, or (B) the creation, issuance, sale or 
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assumption by the Corporation or any Subsidiary of any Funded Debt for the purpose of 
extending, renewing or refunding at least an approximately equal aggregate principal amount 
of Funded Debt of the Corporation or such Subsidiary, or (C) the creation by any Subsidiary of 
any Funded Debt for issuance to, and the issuance and sale thereof to the Corporation or a 
Wholly-Owned Subsidiary, or the extending, renewing or refunding of any such Funded Debt, 
or (D) the creation by the Corporation or any Subsidiary of any Funded Debt secured by purchase 
money tnortgages or other purchase money liens on property which subsequent to the effective 
date of the Agreement of Merger setting forth this Article Fourth, may be acquired by the 
Corporation or any Subsidiary, or the assumption by the Corporation or any Subsidiary of Funded 
Debt secured by mortgages or other liens existing on such property at the time of acquisition, 
provided that such Funded Debt shall not exceed two-thirds of the cost or fair market value 
(as determined in good faith by the Board of Directors of the Corporation) of such property 
at the time of acquisition, whichever is less, or the extending, renewing or refunding of any such 
Funded Debt, mortgage or other lien; 


(2) The issuance by the Corporation of any authorized Second Preferred Stock in excess 
of the number of shares issued on the day of the effective date of the Agreement of Merger 
setting forth this Article Fourth or of any shares of any class of stock ranking prior io or on a 
parity with the Second Preferred Stock or of any class of stock or obligation convertible into or 
evidencing the right to purchase any stock of any class ranking prior to or on a parity with the 
Second Preferred Stock; or 


(3) The issuance by any Subsidiary (except to the Corporation or a Wholly-Owned 
Subsidiary) of any shares of any class of stock of such Subsidiary ranking prior to the common 
stock of such Subsidiary. 


17. (a) In no event, so long as any of the Second Preferred Stock shall be outstanding, shall 
any dividend whatsoever, whether in cash, stock or otherwise, be declared or paid, or any distribution 
be made, on any stock of the Corporation of a class ranking junior to the Second Preferred Stock, 
nor shall any shares of any such junior class of stock be purcliased by the Corporation or by a 
Subsidiary or be redeemed by the Corporation, nor shall any moneys be paid to or set aside or 
made available for a purchase fund or sinking fund for the purchase or redemption of any shares 
of any stich junior class of stock, unless 


(1) all dividends on all outstanding shares of Second Preferred Stock of all series for all 
past dividend periods shall have been paid and the full dividends for the then current quarterly 
dividend period shall have been paid or declared and provided for, and 


(2) the Corporation shall have paid or set aside all amounts, if any, theretofore required to 
be paid or set aside as and for all purchase funds and sinking funds, if any, for the shares of 
Second Preferred Stock of all series for the then current fiscal year, and all defaults, if any, in 
complying with any such purchase fund and sinking fund requirements in respect of previous fiscal 
years shall have been made good. 


(b) In no event, so long as any Second Preferred Stock shall be outstanding, shall any 
dividend, other than a dividend payable in stock of the Corporation of a class ranking junior to 
the Second Preferred Stock, be declared or paid, or any distribution be made, on any such junior 
class of stock, nor shall any shares of any such junior class of stock be purchased by the Corporation 
or by a Subsidiary or be redeemed by the Corporation, nor shall any moneys be paid to or set 
aside or made available for a purchase fund or sinking fund for the purchase or redemption of 
any shares of any such junior class of stock, except to the extent that the sum of 


(1) Consolidated Net Income subsequent to December 31, 1946, plus 
(2) $5.000,000, plus 
(3) the aggregate net proceeds received by the Corporation from the issue and sale on or 


subsequent to, the effective date of the Agreement of Merger setting forth this Article Fourth of 
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shares of stock of the Corporation of any class ranking junior to the Second Preferred Stock, 
which net proceeds, to the extent that any thereof consist of property, rather than cash, shall be 
taken at the fair value of such property as determined by the Board of Directors of the Corporation, 
plus 


(4) the aggregate net proceeds received by the Corporation from the issue and sale of any 
Funded Debt or any shares of Second Preferred Stock or stock of any class ranking prior to or 
on a parity with the Second Preferred Stock, which subsequent to the effective date of the 
Agreement of Merger setting forth this Article Fourth may have been converted into shares of 
stock of the Corporation of any class ranking junior to the Second Preferred Stock, which net 
proceeds, to the extent that any thereof consist of property, rather than cash, shall be taken at the 
fair value of such property as determined by the Board of Directors of the Corporation, 


shall exceed the sum of 


(1) the aggregate amount of dividends (except dividends payable in shares of stock of the 
Corporation of a class ranking junior to the Second Preferred Stock) paid or declared and 
distributions (not including amounts applied to the purchase or redemption of shares of any 
stock) made by the Corporation subsequent to December 31, 1946, plus 


(2) the aggregate amount expended by the Corporation and its Subsidiaries subsequent to 
the effective date of the Agreement of Merger setting forth this Article Fourth for the purpose of 
acquiring or redeeming shares of stock of the Corporation of any class ranking junior to the 
Second Preferred Stock. 


18. Any purchase fund or sinking fund provided for the purchase or redemption of Second 
Preferred Stock of any series may provide for the purchase or redemption of stock of such series 
and of any other series of Second Preferred Stock created thereafter. 


No shares of Second Preferred Stock which shall have been purchased or redeemed through the 
operation of any purchase fund or sinking fund, or for which credit against any purchase fund or 
sinking fund requirement shalt have been taken, shall be applied against any subsequent purchase 
fund or sinking fund requirement or reissued or resold. 


19. In case Second Preferred Stock of any series shall be convertible into or exchangeable for 
stock of any other series or class or other securities, no shares of Second Preferred Stock of such 
series which shall have been so converted or exchanged shall be reissued or resold. 


CoMMON STOCK 


20. Subject to the prior rights of the Prior Preferred Stock and the Second Preferred Stock 
and to the limitations set forth in Sections 7 and 17 of this Article Fourth, dividends may be paid 
upon the Common Stock as and when declared by the Board of Directors out of funds legally 
available for the payment of dividends. 


21. Upon any dissolution, liquidation or winding up of the Corporation, whether voluntary 
or involuntary, after the holders of the Prior Preferred Stock and the Second Preferred Stock of 
each series shall have been paid the full amounts to which they are respectively entitled, the remaining 
net assets of the Corporation shall be distributed ratably to the holders of the Common Stock. 


22. Except as otherwise expressly provided in Sections 5 and 6 of this Article Fourth with 
respect to the Prior Preferred Stock and in Sections 15 and 16 of this Article Fourth with respect to 
the Second Preferred Stock and except as otherwise may be required by law, the Common Stock 
shall have the exclusive right to vote for the election of directors and for all other purposes, each 
holder of Common Stock being entitled to one vote for each share thereof held. 
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DEFINITIONS 


23. For the purposes of this Article Fourth: 


(a) The terms “accrued dividends”, “dividends accrued”, “dividends in arrears” and similar 
terms shall mean, in respect of each share of Prior Preferred Stock or Second Preferred Stock of 
any particular series, an amount equal to simple interest on the sum of $100 at an annual rate equal 
to the dividend rate fixed with respect to such series from the date on which dividends on such 
share became cumulative to the date on which dividends are stated to be accrued, less the aggregate 
amount of dividends paid thereon. 


(b) The term “Consolidated Balance Sheet” shall mean a balance sheet consolidating the 
accounts of the Corporation and its Subsidiaries prepared in accordance with generally accepted 
principles of accounting. 


(c) The term “Consolidated Current Liabilities” shall mean the aggregate of such of the 
following as would appear on the liability side of a Consolidated Balance Sheet : 


(1) any and all loans, accounts, bills, notes, acceptances, bonds, debentures or other obliga- 
tions of any character payable on demand or maturing in twelve months or less than twelve 
months after the particular time as of which the calculation is made; 


(2) dividends declared but not paid (other than dividends payable in shares of stock) ; 


(3) the aggregate amount of all accrued salaries, wages, interests, rents, royalties and 
other expenses and all estimated and accrued taxes (including, but without limitation, income, 
capital stock and excess profits taxes) ; 


(4) any reserves carried by the Corporation or its Subsidiaries for contingent current 
liabilities ; and 


(5) such other liabilities as may be properly included as “current” in accordance with 
generally accepted principles of accounting; 


provided that no obligations of any character shall for any purpose be deeined to be part of Con- 
solidated Current Liabilities if moneys sufficient to pay and discharge such liabilities in full (either 
on the date of maturity expressed therein or on such earlier date as such obligations may be 
redeemed pursuant to the provisions thereof) shall have been deposited with the proper depositary 
or with a trustee in trust for the payment thereof and such moneys shall not be included on the 
asset side of such Consolidated Balance Sheet. 


(d) The term “Consolidated Funded Debt” shall mean all Funded Debt which would appear 
on the liability side of a Consolidated Balance Sheet. 


(e) The term “Consolidated Net Income” shall mean the balance remaining after deducting 
from the consolidated earnings and other income and profits of the Corporation and its Subsidiaries 
all expenses and charges of every proper character, including interest, amortization of debt discount 
and expense, taxes, reasonable provision for depreciation, amounts appropriated under any plan 
of the Corporation or any Subsidiary for extra compensation for, or pension of, officers and 
employees, provision for net profits applicable to minority interests in Subsidiaries and proper 
reserves determined in good faith by the Board of Directors of the Corporation in its discretion, 
all based upon a statement of income and profit and loss consolidating the accounts of the Corpora- 
tion and its Subsidiaries prepared in accordance with generally accepted principle of accounting ; 
provided, however, that for the purposes of clause I of paragraph (b) of Section 6, and clause I of 
paragraph (b) of Section 16, of this Article Fourth, the term “Consolidated Net Income” shall 
include (1) in the case of any corporation which shall have been merged into or consolidated with the 
Corporation or all or substantially all of the assets of which shall have been acquired by the 
Corporation during any period for which Consolidated Net Income is being calculated, the net 
income of such Corporation, determined in accordance with the foregoing principles, for the portion 
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of such period prior to the date of such merger, consolidation or acquisition; provided, however, 
that any net income of Transwestern Oil Company, which was merged into the Corporation 
on August 2, 1946, shall be reduced to eliminate direct net income from royalties and increased to 
reflect correspondingly lower income taxes, and (2) in the case of any corporation which shall 
have become a Subsidiary during any period for which Consolidated Net Income is being calculated, 
the net income of such corporation, determined in accordance with the foregoing principles, for 
the portion of such period prior to the date on which such corporation became a Subsidiary, adjusted 
to eliminate net income applicable to the stock of such corporation not owned by the Corporation 
and/or one or more Subsidiaries on the date of the proposed transaction for the purpose of which 
the calculation is made. 


(f) The term “Consolidated Net Tangible Assets” shall mean the balance remaining after 
deducting Consolidated Current Liabilities from Consolidated Tangible Assets. 


(g) The term “Consolidated Tangible Assets” shall mean the total of all assets appearing 
on a Consolidated Balance Sheet less the sum of 


(1) the book amount of intangible assets such as good will, trademarks, brands, trade 
names, patents and unamortized debt discount and expenses; 


(2) any capital write-ups resulting from reappraisals (except pursuant to an appraisal as 
hereinafter permitted) of assets or investments subsequent to December 31, 1946 and to their 
acquisition by the Corporation ; 


(3) any reserves, other than general contingency reserves, carried by the Corporation or 
its Subsidiaries as non-current liabilities and not already deducted from assets ; and 


(4) the amount, if any, at which stock of the Corporation owned by the Corporation or by 
any Subsidiary appears upon the asset side of such Consolidated Balance Sheet ; 


provided, however, that in computing Consolidated Tangible Assets the Corporation may substitute 
for the aggregate of the valuations of producing oil and gas properties the fair value of such 
properties as determined by an appraisal thereof by such independent petroleum engineer or engi- 
neers or other independent expert or experts as the Board of Directors of the Corporation shall 
employ for the purpose. 


(h) The term “Funded Debt” shall mean indebtedness maturing by its terms more than 
12 months from the particular time as of which the calculation is made; provided, however, that 
for the purposes of proviso (B) of subdivision (1) of paragraph (b) of Section 6, and of proviso 
(B) of subdivision (1) of paragraph (b) of Section 16, of this Article Fourth, the term “Funded 
Debt” as applied to indebtedness to be extended, renewed or refunded shall include indebtedness 
maturing by its terms more than 12 months from the date of creation thereof but which at the 
time of such extension, renewal or refunding matures within 12 months. 


(i) The term “outstanding”, when used in reference to shares of stock, shall mean issued 
shares, excluding shares held by the Corporation or a Subsidiary. 


(j) The term “Subsidiary” shall mean any corporation of which the Corporation and/or one 
or more Subsidiaries own or control, directly or indirectly, more than 50% of the outstanding stock 
having by its terms ordinary voting power to elect a majority of the Board of Directors of such 
corporation, irrespective of whether or not at the time stock of any other class or classes of such 
corporation shall have or might have voting power by reason of the happening of any contingency. 


(k) The term “Wholly-Owned Subsidiary” shall mean any Subsidiary all the shares of capital 
stock of which (other than qualifying shares required to be owned by directors under appli- 
cable law) shall at the time be owned or controlled. directly or indirectly, by the Corporation 
and/or one or more Wholly-Owned Subsidiaries and which has uo Funded Debt other than (1) 
Funded Debt to the Corporation or a Wholly-Owned Subsidiary and (2) indebtedness in respect 
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of purchase mouey mortgages or other liens of the nature referred to in proviso (D) of subdivision 
(1) of paragraph (b) of Section 6, and proviso (D) of subdivision (1) of paragraph (b) of 
Section 16, of this Article Fourth. 


(1) The certificate of any firm of public accountants of recognized standing, selected by the 
Board of Directors, of which firm no director, officer or employee of the Corporation or of any 
Subsidiary is a partner, shall be conclusive evidence as to all matters embraced in the Consolidated 
Balance Sheet and as to the amount of Consolidated Current Liabilities, Consolidated Funded 
Debt, Consolidated Net Income, Consolidated Net Tangible Assets and Consolidated Tangible 
Assets. 


(m) Any class or classes of stock of the Corporation shall be deemed to rank 


(1) prior to the Prior Preferred Stock or the Second Preferred Stock, as the case may be, 
if the holders of such class or classes shall be entitled to the receipt of dividends or of amounts 
distributable upon any dissolution, liquidation or winding up, as the case may be, in preference 
to or with priority over the holders of the Prior Preferred Stock or the Second Preferred Stock, 
as the case may be; 


(2) ona parity with the Prior Preferred Stock or the Second Preferred Stock, as the case 
may be, whether or not the dividend rates, dividend payment dates or redemption or liquidation 
prices per share thereof be different from the Preferred Stock or the Second Preferred Stock, 
as the case may be, if the rights of holders of such class or classes to the receipt of dividends or 
of amounts distributable upon any dissolution, liquidation or winding up, as the case may be, 
shall be neither (a) in preference to or with priority over nor (b) subject or subordinate to 
the rights of the holders of the Prior Preferred Stock or the Second Preferred Stock, as the 
case may be, in respect of the receipt of dividends or of amounts distributable upon any dissolu- 
tion, liquidation or winding up, as the case may be; and 


(3) junior to the Prior Preferred Stock or the Second Preferred Stock, as the case 
may be, if the rights of the holders of such class or classes shall be subject or subordinate to the 
rights of the holders of the Prior Preferred Stock or the Second Preferred Stock. as the case 
may be, in respect of the receipt of dividends or of amounts distributable upon any Cissolution. 
liquidation or winding up, as the case may be. 


Fieri: The Corporation shall have perpetual existence. 


SixtH: The private property of the stockholders of the Corporation shall not be subject to the 
payment of corporate debts to anv extent whatsoever. 


SEVENTH: No stockholder of this Corporation shall have any preemptive or preferential right to 
purchase or subscribe for any stock or options or option warrants of the Corporation unissued, whether 
now or hereafter authorized, or acquired by the Corporation, or any bonds, notes, debentures or other 
obligations convertible into stock of the Corporation, nor any right of subscription to any such stock 
or options or option warrants, or any such bonds, notes, debentures or other obligations other than 
such, if any, as the Board of Directors in its discretion, from time to time, shall determine, and at such price 
as the Board of Directors shali fix, pursuant to the authority hereby conferred. The Board of Directors 
may caitse to be issued the stock of the Corporation, or options, option warrants, bonds, notes, debentures, 
or other obligations convertible into stock, without offering such stock, options, option warrants or 
such bonds, notes, debentures, or other obligations, either in whole or in part, to the stockholders. 
The acceptance of stock of this Corporation, or dividends thereon, shall be a waiver of any preemptive 
or preferential right which, notwithstanding this provision, might otherwise be asserted by a stockholder 
of the Corporation. 


E1rcutu: The Corporation shall be entitled to treat the person in whose name any share is registered 
as the owner thereof, for all purposes, and shall not be bound to recognize any equitable or other 
claims to, or interest in, such share on the part of any other person, whether or not the Corporation shall 
have notice thereof, except as otherwise expressly provided by the statutes of the State of Delaware. 
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Nintu: The number of directors which shall constitute the whole Board of Directors of the 
Corporation shall be such as froin time to time shall be fixed by, or in the manner provided in, the By-laws, 
but in no case shall the number be less than three. Vacancies in the Board of Directors, whether 
created by an increase in the number of directors or otherwise, shall be filled in the manner provided 
in the By-laws. The directors shall be stockholders of the Corporation. 


TENTH: In furtherance and not in limitation of the powers conferred by statute, and in addition 
to the powers which may be conferred by the By-laws, the Board of Directors of the Corporation shali 
have the following powers: 


1. To make, alter and amend the By-laws of the Corporation, but any by-law so made, altered 
or amended by the Board of Directors may be altered, amended or repealed by the stockholders. 


2. From time to time to fix and determine and to vary the amount of the working capital of 
the Corporation, to direct and determine the use and disposition thereof, to set apart, out of any 
funds of the Corporation available for dividends, a reserve or reserves for any proper purpose, 
and to abolish any such reserve in the manner in which it was created. 


3. To designate by resolution or resolutions passed by a majority of the whole Board one or 
more committees, each committee to consist of two or more directors of the Corporation, which, to 
the extent provided in said resolution or resolutions or in the By-laws of the Corporation, shall have 
and may exercise the powers of the Board of Directors in the management of the business and affairs 
of the Corporation, and shall have power to authorize the seal of the Corporation to be affixed to 
all papers which may require it. 


4. To determine from time to time whether and to what extent and at what times and places 
and under what conditions and regulations the accounts, books, papers and records of the Corporation, 
or any of them, shall be open to the inspection of stockholders; and no stockholder shall have any 
right to inspect any account, book. paper or record of the Corporation except as otherwise specifically 
provided by the laws of the State of Delaware or authorized by resolution of the Board of Directors 
or of the stockholders. 


5. From time to time to formulate, establish, promote, and carry out, and to amend, alter, 
change, revise, recall, repeal, or abolish a plan or plans for the participation by all or any of the 
employees, including directors and officers of this Corporation, or of any corporation, company, 
association, trust, or organization in which or in the weliare of which this Corporation has any 
interest, and those actively engaged in the conduct of this Corporation’s business, in the profits, 
gains, or business of the Corporation or of any branch or division thereof, as part of this Corporation’s 
legitimate expenses, and for the furnishing to such employees, directors, officers, or persons. or any 
of them, at this Corporation’s expense, of medical services, insurance against accident, sickness or 
death, pensions during old age, disability or unemployment, education, housing, social services, 
recreation or other similar aids for their relief or general welfare, in such manner and upon such 
terms and conditions as the Board of Directors shall determine. 


ELEVENTH: The Corporation may in its By-laws confer powers additional to the foregoing (not, 
however, inconsistent with law) upon the Board of Directors, in addition to the powers and authorities 
expressly conferred upon them by statute. 


TweLrtH: All corporate powers of the Corporation shall be exercised by the Board of Directors 
except as otherwise by law or herein provided. 


THIRTEENTH: No contract, transaction or act of the Corporation shall be affected by the fact that 
any director of the Corporation is in any way interested in, or connected with, any party to such contract, 
transaction or act, or himself is a party to such contract, transaction or act. Any director so interested 
or connected may be counted in determining the existence of a quorum, at any meeting of the Board of 
Directors which shall authorize any such contract, transaction or act, and may vote thereat to authorize 
any such contract, transaction or act with like effect as if he were not so interested or connected. Every 
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director of the Corporation is hereby relieved from any disability which might otherwise prevent him 
from contracting with the Corporation, for the benefit of himself or any firm, corporation, company, 
association, trust or organization in which or with which he may be in anywise interested or connected. 


FouRTEENTH: The stockholders and the Board of Directors may, if the By-laws so provide, hold 
their meetings, have an office or offices and keep the books of the Corporation (except such as are required 
by the laws of the State of Delaware to be kept in Delaware) within or without the State of Delaware, 
at such place or places as may from time to tine be designated by the Board of Directors. 


FIFTEENTH: Whenever a compromise or arrangement is proposed between this Corporation and 
its creditors or any class of them and/or between this Corporation and its stockholders or any class of 
them, any court of equitable jurisdiction within the State of Delaware may, on the application in a 
summary way of this Corporation or of any creditor or stockholder thereof, or on the application of any 
receiver or receivers appointed for this Corporation under the provisions of Section 3883 of the Revised 
Code of 1915 of said State, or on the application of trustees in dissolution or of any receiver or receivers 
appointed for this Corporation under the provisions of Section 43 of the General Corporation Law of the 
State of Delaware, order a meeting of the creditors or class of creditors, and/or of the stockholders or 
class of stockholders of this Corporation, as the case nay be, to be summoned in such manner as the said 
Court directs. If a majority in number representing three-fourths in value of the creditors or class of 
creditors, and/or of the stockholders or class of stockholders of this Corporation, as the case may be, 
agree to any compromise or arrangement and to any reorganization of this Corporation as consequence of 
such compromise or arrangement, the said compromise or arrangement and the said reorganization shall, 
if sanctioned by the Court to which the said application has been made, be binding on all the creditors or 
class of creditors, and/or on all the stockholders or class of stockholders of this Corporation, as the case 
may be, and also on this Corporation. 


SIXTEENTH: The Corporation reserves the right to amend, alter, change or repeal any provision 
contained in its Certificate of Incorporation, or any amendment thereof, in the inanner now or hereafter 
prescribed by the laws of the State of Delaware, and all rights conferred upon the stockholders of the 
Corporation are granted subject to this reservation. 


ARTICLE Iil. 


The By-laws of Sunray, as they shall exist on the effective date of this agreement, shall be and 
reinain the By-laws of the Surviving Corporation until the same shall be altered, amended or repealed, 
as therein provided. 


ARTICLE IV. 


The outstanding shares of Common Stock of Sunray shall not be changed or converted as a result 
of the merger, and all shares of such stock which shall be outstanding on the effective date of this 
agreement (including any shares held in the treasury of Sunray) shall be and be deemed to be shares 
of Common Stock of the Surviving Corporation, shall remain outstanding, shall be and be deemed to be 
full-paid and non-assessable and shall be subject to all the provisions of this agreement. 


The manner of converting the shares of each of the Constituent Corporations (other than shares of 
Common Stock of Sunray) into shares of the Surviving Corporation shall be as follows: 


(a) [Each share of old Preferred Stock of Sunray which shall be outstanding on the effective 
date of this agreement (including any shares held in the treasury of Sunray) and all rights in 
respect thereof shall thereupon forthwith be converted into 1 share of 1947 Prior Preferred Stock of 
the Surviving Corporation. 
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(b) Each share of Capital Stock of Pacific which shall be outstanding on the effective date of 
this agreement (except any shares held in the treasury of Pacific or owned by any other Constituent 
Corporation) and all rights in respect thereof shall thereupon forthwith be converted into 7/10ths 
of 1 share of 1947 Prior Preferred Stock of the Surviving Corporation. Any shares of Capital 
Stock of Pacific held in the treasury of Pacific or owned by any other Constituent Corporation on 
the effective date of this agreement and all rights in respect thereof shall cease to exist, the certificates 
therefor shall be cancelled and no shares of stock of the Surviving Corporation shall be issued in 
respect thereof. 


(c) Each share of Capital Stock of Mission which shall be outstanding on the effective date of 
this agreement (except any shares held in the treasury of Mission or owned by any other Constituent 
Corporation) and all rights in respect thereof shall thereupon forthwith be converted into 6 shares 
of Common Stock of the Surviving Corporation. Any shares of Capital Stock of Mission held in 
the treasury of Mission or owned by any other Constituent Corporation on the effective date of this 
agreement and all rights in respect thereof shall cease to exist, the certificates therefor shall be 
cancelled and no shares of stock of the Surviving Corporation shall be issued in respect thereof. 


(d) After the effective date of this agreement, each holder of an outstanding certificate or 
certificates which prior thereto represented shares of stock of a Constituent Corporation (other than 
shares of Common Stock of Sunray) shall surrender the same to the Surviving Corporation, and, 
subject to the provisions of subdivision (e) below as to fractions of shares, such holder shalt be entitled 
upon such surrender to receive in exchange therefor a certificate or certificates representing the 
number of shares of stock of the Surviving Corporation into which the shares of stock of such Con- 
stituent Corporation which prior to such effective date were represented by such outstanding 
certificate or certificates so surrendered shall have been converted as aforesaid. Until so surrendered, 
each such outstanding certificate shall be deemed for all corporate purposes, other than the payment 
of dividends, to evidence the ownership of the shares of stock of the Surviving Corporation into 
which the shares of stock of the Constituent Corporation which prior to such effective date were 
represented thereby have been so converted. Unless and until any such outstanding certificate 
shall be so surrendered, no dividend payable to holders of record of stock of the Surviving Corpora- 
tion as of any date subsequent to the effective date of this agreement shall be paid to the holder 
of such outstanding certificate with respect to the number of shares of stock of the Surviving Cor- 
poration into which the shares of stock of such Constituent Corporation which prior to such effective 
date were represented thereby have been converted, but upon such surrender there shall be paid 
to the record holder of the certificate for stock of the Surviving Corporation issued in exchange 
therefor the amount of dividends which has theretofore become payable with respect to the number 
of full shares of stock of the Surviving Corporation represented by the certificate issued upon such 
surrender and exchange, plus, in the case of the surrender of any outstanding certificate which prior 
to the effective date of this agreement represented shares of old Preferred Stock of Sunray, the 
amount of dividends accrued and unpaid on such shares to such effective date. 


(e) No certificates for fractional shares of 1947 Prior Preferred Stock of the Surviving 
Corporation shall be issued upon any surrender and exchange of certificates which prior to the 
effective date of this agreement represented shares of Capital Stock of Pacific, but in lieu thereof, if in 
any case the number of shares of 1947 Prior Preferred Stock of the Surviving Corporation into 
which the shares of capital stock of Pacific which prior to the effective date of this agreement were 
represented by a certificate or certificates surrendered as aforesaid have been converted shall include 
a fraction of a share, the Surviving Corporation shall at its election (1) pay to the person entitled 
thereto a sum in cash determined by multiplying the sum of $100 by such fraction, or (2) execute 
and deliver a non-voting and non-dividend bearing scrip certificate (exchangeable within such period 
as may be fixed by the Board of Directors, upon surrender thereof with other scrip certificates 
aggregating one or more full shares, for stock certificates for the number of full shares represented) 
for such fraction of a share, in such form and containing such terms and conditions as the Board 
of Directors may approve. 


ARTICLE VI. 


1. On the effective date of this agreement, the Surviving Corporation shall, without other transfer, 
succeed to and possess all the rights, privileges, powers, franchises and immunities, as well of a public 
as of a private nature, and be subject to all the restrictions, disabilities and duties of each of the Constituent 
Corporations, and all and singular the rights, privileges, powers, franchises and immunities of each of the 
Constituent Corporations, and all property, real, personal and mixed, and all debts due to either of the 
Constituent Corporations on whatever account, as well for stock subscriptions as all other things in action 
or belonging to each of the Constituent Corporations, shall be vested in the Surviving Corporation; 
and all property, rights, privileges, powers and franchises, and all and every other interest, shall be 
thereafter as effectually the property of the Surviving Corporation as they were of the several and 
respective Constituent Corporations, and the title to any real estate, vested by deed or otherwise, under 
the laws of the State of Delaware or of the State of Nevada or of any of the other states of the United 
States, in either of the Constituent Corporations, shall not revert or be in any way impaired by reason 
of the merger or the General Corporation Law of the State of Delaware or the General Corporation Law 
of the State of Nevada; provided, however, that all rights of creditors and all liens upon any property 
of each of the Constituent Corporations shall be preserved unimpaired, limited in hen to the property 
affected by such lens at the time of such merger, and all debts, liabilities and duties of the respective 
Constituent Corporations shall thenceforth attach to the Surviving Corporation and may be enforced 
against it to the same extent as if said debts, liabilities and duties had been incurred or contracted by it. 
The Constituent Corporations hereby respectively agree that from time to time, as and when requested by 
the Surviving Corporation or by its successors or assigns, they wili execute and deliver all such deeds 
and other instruments and will take or cause to be taken such further or other action as the Surviving 
Corporation may deem necessary or desirable in order to vest or perfect in, or confirm of record or 
otherwise, to, the Surviving Corporation title to and possession of all said property, rights, privileges, 
powers and franchises and otherwise to carry out the purposes of this agreement. 


2. The Surviving Corporation shall pay all the expenses of carrying this agreement into effect and 
of accomplishing the merger. 


3. This agreement shall be submitted to the stockholders of each of the Constituent Corporations 
as provided by law, and it shall take effect and be deemed and be taken to be the agreement and act of 
merger of said corporations upon the adoption thereof by the stockholders of each of the Constituent 
Corporations in accordance with the requirements of the General Corporation Law of the State of Dela- 
ware and the General Corporation Law of the State of Nevada and upon the execution, filing and 
recording of such documents and the doing of such acts and things as shall be required for accomplishing 
the merger by the General Corporation Law of the State of Delaware and the General Corporation Law 
of the State of Nevada. 


4, Anything herein or elsewhere to the contrary notwithstanding, (a) this agreement shall not 
become effective and shall be null and void for all purposes if Sunray shall not have acquired, prior to 
or simultaneously with the time at which this agreement is otherwise to become effective, and shall not 
then be the owner and holder of, the 699,422 shares of Capital Stock of Pacific now owned by Thomas A. J. 
Dockweiler and George Franklin Getty, II, as trustees under a Declaration of Trust dated December 31, 
1934, naming Sarah C. Getty as trustor and J. Paul Getty as original trustee, and the 470,027 shares of 
Capital Stock of Pacific now owned by J. Paul Getty, individually and as testamentary trustee under 
the Decree of Partial Liquidation of the Estate of Sarah C. Getty, deceased, and (b) this agreement 
may be abandoned (1) by any of the Constituent Corporations at any time prior to its adoption by the 
stockholders of all of the Constituent Corporations, or (2) by mutual consent of the Constituent Corpora- 
tions at any time prior to its effective date. 


5. The Surviving Corporation agrees that it may be served with process in the State of Nevada 
in any proceeding for enforcement of any obligation of Mission, including any amount fixed by appraisers 
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or the District Court pursuant to the provisions of Section 41 cf the General Corporation Law of the 
State of Nevada, and hereby irrevocably appoints the Secretary of State of the State of Nevada as its 
agent to accept service of process in any action for the enforcement of payment of any such obligation 
or any amount fixed by appraisers, as aforesaid. The address to which a copy of such process shall be 
mailed by said Secretary of State is: Sunray Oil Corporation, Tulsa, Oklahoma. 


6. For the convenience of the parties and to facilitate the filing or recording of this agreement, any 
number of counterparts thereof may be executed, and each such executed counterpart shall be deemed 
to be an original instrument. 


In Witness WHEREOF, the Constituent Corporations have caused this agreement to be signed in 
their respective corporate names by their respective Presidents or Vice-Presidents and their corporate 
seals to be hereunto affixed and attested by their respective Secretaries or Assistant Secretaries, and a 
majority of the directors of each of the Constituent Corporations have hereunto set their hands, all as 
of the day and year first above written. 


SuNRAY OIL CorpPoRATION 


By C. H. Wricnt 


President. 


Sunray O1iL Corporation 
CoRPORATE SEAL 
1929 


| DELAWARE 


Attest : 


W. D. Forster 


Secretary. 
ode VWiRienT 


A. A. SEELIGSON 
GLENN J. SMITH 
ALFRED L. Rose 
Tiomas L. Bowers 
mB, PARpior® 
Pau. E. TALIAFERRO 
BOL. Magri 

W. D. Forster 
Epwarp HoweELi 


A majority of the directors of Sunray Ou Corporation. 
Paciric WESTERN OIL CoRPORATION 


Paciric Western O1L CorporaTIoN By Dy i Srxcces 
CorPoRATE SEAL President. 


DELAWARE 


Attest: 


OwArces !. Krue 


Secretary. ne 
. lV. STAPLES 


FraNK A. PaGET 
EpwArbD GROTH 
Frero WILLIAMS 
Rutorr E. Curren 


A majority of the directors of Pacific Western Oil Corporation. 


yr 


pel 


Mission CorroraATION 
INCORPORATED 


DeEcEMBER 31, 1934 
NEVADA 


Attest: 


Rosert Z. HAWKINS 
Secretary. 


MIssion CoRPORATION 


ARTHUR M. BoAL 
D. T. StTapLes 
FrrRo WILLIAMS 
Emit Kiutg 


By 


A majority of the directors of Mission Corporation. 


D. T. STAPLES 
President. 


EXHIBIT B-i 
Section 61 of the General Corporation Law of Delaware 


Src. 61. CoNSOLIDATION oR MERGER; PAYMENT For STOCK oF DISSATISFIED STOCKMOLDERS :—If any 
stockholder in any corporation of this State consolidating or merging as aforesaid, who objected thereto 
in writing and whose shares were not voted in favor of such consolidation or merger, and who filed such 
written objection with the corporation before the taking of the vote on such consolidation or merger, 
shall within twenty days after the date on which the agreement of consolidation or merger has been filed 
and recorded, as aforesaid, demand in writing, from the corporation resulting from or surviving such con- 
solidation or merger, payment for his stock, such resulting or surviving corporation shall, within thirty days 
after the expiration of said period of twenty days, pay to him the value of his stock on the date of the 
recording of said agreement of consolidation or merger, exclusive of any element of value arising from the 
expectation or accomplishment of such consolidation or merger. If during said period of thirty days the 
corporation and any such stockholder fail to agree as to the value of such stock, any such stockholder, or 
the corporation resulting from or surviving such consolidation or merger, may by petition filed in the 
Court of Chancery within four months after the expiration of said period of thirty days demand a determination 
of the value of the stock of all such stockholders by an appraiser to be appointed by the Chancellor. 


Upon the filing of any such petition by a stockholder, service of a copy thereof shall be made upon the 
corporation, which shall within ten days after such service file in the office of the Register in Chancery in 
which said petition was filed a duly verified list containing the names and addresses of all stockholders who 
have demanded payment of their shares and with whom agreements as to the value of their shares have 
not been reached by the corporation. If the petition shall be filed by the corporation, the petition shall be 
acconipanied by such a duly verified list. The Register in Chancery shall give notice of the time and place 
fixed for the hearing of such petition by registered mail to the corporation and to the stockholders shown 
upon said list at the addresses therein stated, and notice shall also be given by publishing a notice at least 
once a week for two successive weeks, the second publication to appear at least one week before the day 
of the hearing, in a newspaper of general circulation published in the City of Wilmington, Delaware. The 
Court shall have power to direct such additional publications of notice as it may deem advisable. The forms 
of the notices by mail and by publication shall be approved by the Court. 


After the hearing of such petition the Court shall determine the shareholders who have complied with 
the provisions of this section and become entitled to the valuation of and payment for their shares, and 
shall appoint an appraiser to determine such value. Such appraiser shall have power to examine any of 
the books and records of the corporation the stock of which he is charged with the duty of valuing, and he 
shall make a determination of the value of the shares upon such investigation as to him may seem proper. 
The appraiser shall also afford a reasonable opportunity to the parties interested to submit to him pertinent 
evidence on the value of the shares. The appraiser, also, shall have such powers and authority as may be 
conferred upon Masters by the Rules of the Court of Chancery or by the order of his appointment. 


The appraiser shall determine the value of the stock of the stockholders adjudged by the Chancellor to 
be entitled to payment therefor and shall file his report respecting such value in the office of the Register in 
Chancery and notice of the filing of such report shall be given by the Register in Chancery to the parties 
in interest. Such report shall be subject to exceptions to be heard before the Court both upon the law and 
facts. After hearing exceptions to the said report the Court shall by its decree determine the value of the 
stock of the stockholders entitled to payment therefor and shall direct the payment of such value to the 
stockholders entitled thereto by the resulting or surviving corporation upon the transfer to it of the certificates 
representing stich stock, which decree may be enforced as other decrees in the Court of Chancery may be enforced, 
whether such resulting or surviving corporation be a corporation of this State or of any other State of the 
United States of America. The shares of the surviving or resulting corporation into which the shares of 
such dissenting stockholders would have been converted had they assented to the consolidation or merger 
shall have the status of authorized and unissued shares of the surviving or resulting corporation, as the 
case may be. 


The cost of any such appraisal, including a reasonable fee to and the reasonable expenses of the appraiser, 
but exclusive of fees of counsel or of experts retained by any party, may on application of any party in interest 
be determined by the Chancellor and taxed upon the parties to such appraisal or any of them as may appear 
to be equitable, except that the cost of giving the notice by publication and by registered mail hereinabove 
provided for shall be paid by the corporation. 


Any stockholder who shall have demanded payment of his stock as herein provided shall not thereafter 
be entitled to vote such stock for any purpose or be entitled to the payment of dividends or other distribution 
on said stock (except dividends payable to stockholders of record at a date which is prior to the date of 
the recording of said agreement) unless the appointment of an appraiser shall not be applied for within the 
time herein provided, or the proceeding be disinissed as to such stockholder, or unless such stockholder shall 
with the written approval of the corporation deliver to the corporation a written withdrawal of his objections 
to and an acceptance of such consolidation or merger, in any of which cases the right of such stockholder 
to payment of his stock shall cease. 


At the time of appointing the appraiser or at any time thereaiter the Court may require the dissenting 
stockholders to submit their certificates of stock to the Register in Chancery for notation thereon of the 
pendency of the appraisal proceedings, and if any stockholder fails to comply with such direction the Court 
may dismiss the proceedings as to such stockholder. 


This section shall apply only to cases of agreements of consolidation or merger filed after the date of the 
approval of this Act. All prior cases shall be governed by the law in force immediately prior to the approval 
of this Act, which, as to such cases, and only such cases, is continued in force and effect. 


EXHIBIT B-2 
Section 41 of the General Corporation Law of Nevada 


Sec. 41. In the case of a merger or consolidation pursuant to the provisions of section 39 and 40 of this act, 
if any stockholder of any constituent corporation shall vote against said agreement and shall, at or prior to 
the taking of the vote thereon, object thereto in writing, and if such stockholder shall also, within twenty 
days after the date on which said agreement is filed as in section 39 of this act provided, demand in writing 
from the surviving or consolidated corporation payment of his shares, the surviving or consolidated corpora- 
tion shall, within thirty days thereafter, pay to such stockholder the fair cash value of his shares as of the day 
before the vote on the agreement of merger or consolidation was taken exclusive of any element of value 
arising from the expectation or accomplishment of the merger or consolidation. If within thirty days after 
the date such written demand is served upon the surviving or consolidated corporation, the stockholder and 
the surviving or consolidated corporation fail to come to an agreement as to the fair cash value of said shares, 
the stockholder, provided he has complied with the conditions hereinabove set forth in this section, may appeal 
by petition to the district court of the county in which the principal office of the surviving or consolidated 
corporation is located, if such corporation is a corporation organized under the laws of this state, or to the 
second judicial district court of this state, if such corporation is a corporation organized under the laws of 
any state other than the laws of this state, to appoint three appraisers to appraise the fair cash value of such 
stockholder’s shares. The appraisers shall proceed forthwith to determine the fair cash value per share of 
said stock, and said appraisers, or a majority of them, shall make a report within the time fixed by the court 
and shall file such report in court. The report of the appraisers as to the fair cash value of said shares, if not 
opposed within ten days after said report shall have been filed in court, shall be confirmed by the court, and 
when confirmed shall be final and conclusive; but if said report is opposed, said opposition shall be tried sum- 
marily and judgment rendered thereon by the court. If the appraisers or a majority of them fail to make and 
file a report within ten days, or within such further time as may be allowed by the court, the court shall 
determine the fair cash value of said shares and render judgment therefor. The costs of the proceeding, 
including reasonable compensation to the appraisers to be fixed by the court, shall be assessed or apportioned, 
as the court may consider equitable, but if the appraisal exceed the price offered by the surviving or consoli- 
dated corporation, such corporation shall pay such costs. Any party shall have the right of appeal according 
to existing laws, provided said appeal be taken within ten days after the signing of the judgment. 


On the making of said demand in writing as aforesaid, any such stockholder shall cease to be a stock- 
holder in said surviving or consolidated corporation and shall have no rights with respect to such shares, except 
as hereinafter provided in this section and except the right as a creditor to receive payment therefor as afore- 
said, and upon payment of the agreed fair cash value of the shares or of the value of the shares under final 
judgment, said stockholder shall transfer his shares to the surviving or consolidated corporation; and in the 
event the surviving or consolidated corporation shall fail to pay the amount of said judgment within ten days 
after the same shall become final, said judgment may be collected and enforced in the manner prescribed by 
law for the enforcement of judgments. 


Fach stockholder in each of the constituent corporations at the time the merger or consolidation becomes 
effective, who failed to vote against the merger or consolidation or object thereto in writing as aforesaid or to 
demand in writing payment of his shares as aforesaid, shall be deemed to have assented to the merger or con- 
solidation, and, together with the stockholders voting in favor of the merger or consolidation. shall be entitled 
to receive certificates for shares in the surviving or consolidated corporation or cash, property or securities 
in lieu of shares, in the manner and on the terms specified in the agreement of merger or consolidation. 


EXHIBIT C-1 


FINANCIAL STATEMENTS 


OF 


SUNRAY OIL CORPORATION 


OPINION OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 


To the Board of Directors, 
SuNRAY OIL CORPORATION, 
Tulsa. Oklahoma. 


We have exainined the balance sheet of Sunray Oil Corporation as of December 31, 1946, and the 
statements of income and surplus for the years 1944, 1945 and 1946, have reviewed the systern of internal 
control and the accounting procedures of the company and, without making a detailed audit of the transactions, 
have examined or tested accounting records of the company and other supporting evidence, by methods and 
to the extent we deemed appropriate. Our examination was made in accordance with generally accepted 
auditing standards applicable in the circumstances and included all procedures which we considered necessary. 


In our opinion, the accompanying financial statements (pages 2 to 8, inclusive) present fairly the position 
of Sunray Oil Corporation at December 31, 1946, and the results of its operations for the years 1944, 1945 
and 1946, in conformity with generally accepted accounting principles applied on a consistent basis. 


LysraNnp, Ross Bros. & MontTGoMERY 


Chicago, Illinois. 
March 3) 1947. 


SUNRAY OIL CORPORATION (DELAWARE) 


BALANCE SHEET—DECEMBER 31, 1946 


POS Oe les 
CuRRENT: 


Cash on hand and demand deposits 
United States Government obligations, at cost and accrued interest 
Accounts receivable : 


Customers’ accounts 
Other accounts 


Less: Reserve for doubtful accounts 


Inventories: 


Crude oil and refined products, at or below 
quoted market prices, plus transportation 


(Note A): 
NO Gi ayer ee rec Mahia ek es $ 303,393.92 
ennedspmoduets 2728 2.6- eee 373,660.00 


IMecale IMeLelaucise, at CUSsty 2.2.1.5 ee 


Supplies, at the lower of average cost or market, less allowance 
for condition 


OrHER ASSETS: 


Sunray Oil Corporation 414% cumulative preferred stock, series A, 
purchased in anticipation of purchase fund requirements—3,000 
shares of $100 each par value, at cost (Note B) 

Caclivsiirender valuei@t insurance on life oi oincer......- 

Investments in securities for which market quotations are not avail- 
2 OIKSE SENG S| epee Mee Aree eRe aon MNO oc Yc 0 ee ee 


Notes and accounts receivable, employees 


DEFERRED CHARGES: 


Alii specie Coe tc SMC LC ete ee eich ak Sth gs v1 a gly ea 
Financing expenses (amortized ratably over the life of the debentures) 


PROPERTY, PLANT, AND EQUIPMENT (Note C): 


Producing leases, producing royaities, development costs, refinery 
SOEYOL ENE GSE <ELOp GU APTA UUE 2 Slee eee eee weer ee ene eater Polar eae sek apo. x ofa) 
Less: Reserve for depletion and depreciation 


IMonprodueme leases, rOyalives, fe... eee $5,314,473.90 


eer ne Seine en eve), ea sleet ee ole ee 75,017.46 


The notes to financial statements are an integra! part of this balance sheet. 


» 2,018;892.15 
301,017.41 


So 25019 20) oe 
7,900.00 


e 677,053.92 
1,284.58 


864,212.98 


$ 242,100.00 
112,231.90 


163,001.00 
20,178.25 


$ 74,756.26 
125,839.39 


$115,829,999.40 
AZ Jao. 0 


$ 73,034,803.70 


5,239,456.44 


$ 6,724,883.05 
2,548,525.28 


2,312,409.56 


1,542,551.48 
$12,928 167.37 


5a/5 eis 


200,595.65 


78,274,260.14 


$91 ,935.534.31 


SUNRAY OIL CORPORATION (DELAWARE) 


BALANCE SHEET—DECEMBER 31, 1946 


LiAS rE twee s 


CURRENT: 

1%% promissory note—installment payable August 1, 1947 (Note D)........----- ee 
Wavicencs payeileshamuary V 1O47 o .....cacs:eecee-reccessc+sevns0seneen-<-ctecere oe sec = a ae ee 

Accounts payable: 
TREE ended teckel e $ 1,328,804.12 
Otte rpette) tal ting Ou SG1OMS (ez 22... 5-cc4eecco--a-<asacnetbeense---2 eee 114,847.11 
PP atliliolaies mem eniployees for taxessand savings bonds... 22sec ee 

Accrued liabilities : 
TSE ad Seem TH otra ot 0) 18 ae eee er ne $ 65,976.68 
Sellen: IGS Tel See RN ee er eS 66,170.79 
Mile steel MVASLAT ANCE sco. ce sdeecs gece -ac oe ccececccdu-ecasceecacascoevsssunseeeerneree 63,541.65 
GIG ahs ECeTAl alld State iMCOMIe tAXCS:.......--<.....ccete-ne<-n0<s2-0eeeeee ee sesto es aceniaes ate nten ee 
divonecnient lasilities (Notes B,C and E) eset 


DEFERRED LIABILITIES: 


Accounts payable in seven annual installments of $108,833.47, commencing in 1948, and 
Samu linstallinents ot 600,000.67 thereatter, without interest... 


Funvep Dest (Note D): 


174% promissory note—payable $500,000 semi-annually commencing 


Ieloemercte Ly CES ee a ey no mnele ce ee $ 9,000,000.00 
Diwenevear 27476 Jebentures, due July 1, 1966.......-.2.0...0..---ce- 20,000,000.00 


PROVISION FOR ADDITIONAL FEDERAL AND STATE Income Taxes (Note E).........200-.0+ 
ConTINGENT Lriapitities (Note F) 

CAL Ieee 
CAPITAL STOCK: 


Preferred—par value $100, authorized 470,000 shares issuable in 
series (Notes B and G): 


414% cumulative, series A, authorized and issued 270,000 shares $ 27,000,000.00 


Be emer eit lie sea PUCASUT Yo2c.22 22... 0s 205e..-ecocussSeove sede neat 6,840.00 
Oiiteraircinie 269 99 G@ SNares: ccc. c..eceeececeeeceees ss Bs aie eee $ 26,993,160.00 


Common—par value $1 (Note H): 
Authorized—5,000,000 shares 


Tssued—+4,699,801.325 shares -...........00000ceeeeeeeeeee $4,699,801 .33 
Less: 10,615.025 shares in treasury........ 10,615.03 
Ditetamdine =" GeO leGis Shares... ..cc.-cc--cseces pee SS... 4,689,186.30 
SURPLUS: = 
NOPE ecm Rear s pO ea 2c Sucka nade in aca en MU eee pepeeeseeeies Sela .o2/.03 
Iearned since September 1, 1934 (including earned surplus of merged 
egmpanm since Januanyal 1934) (Note 1) -....0--:--:cceccceeeeceeceeeceecenats 8,037 .980.23 


The notes to financial statements are an integral part of this balance sheet. 


$ 1,000,000.00 
467 130.30 


1,443,651.23 
37,465.58 


195,689.12 
846,542.78 
$ 3,990,479.01 


1,161,834.26 


29,000,000.00 
531,566.58 


31,682,346.30 


POSE Ceo 
$91 985,554.01 


Gross operating income (Note A): 


Production division—principally oil 
and natural gas produced, at mar- 
ket prices, including oil deliveries 
to own refineries of $417,931.25 in 
1944, $394,401.53 in 1945 and 
$1,303,224.06 i 1946.2. e ca 


Refining and marketing division...... 


Operating charges (Note A): 
Cost and operating expenses, exclu- 
sive of items shown separatcly: 
Production division 20.0... 
Refining and marketing division 


Depletion and depreciation (Note K) 
Abandonments of leases and royal- 
ties, dry holes charged off, etc... 


Selling, general and administrative 
expenses 


Operating income 


Other income: 
Interest—securities and accounts and 
notes receivable 
Discounts eee ne ee ke 
Profit on sale of securities (based on 
cost of specific certificates) ............ 
Profit or (loss) on sale of plant 
ASSCUS tec eens fee tee Oe oe 


Income deductions: 
Interest om funded debt.................... 
Other “terest ee 
Amortization of financing expense... 
Discounts; yee oe ee 


Income before provision for 
UIC OTE BlaxCS ere eee 


Provision for federal and state income 
taxes—esttinated (Notes I and J): 


Federal income taxes (normal 
andi suntaxa only, ese 
State um¢ome canes... 


Net income (Notes A, I, J 
ct) G Bali | Santon cee desiee tn. 


SUNRAY OIL CORPORATION 


$6,904,352.17 


4,305,884.84 


$1.875,107.35 
3,381,013.90 


5 saieis 


2311,710.71 
905,800.24 
727,888.05 


1944 


Saat 


$11,210,237.01 


9,201,526.25 


$ 31,184.47 
21,861.27 


11,086.86 


67,842.78 
19,080.68 


$ 2,008,710.76 


151,056.06 


INCOME STATEMENT 
For the years 1944, 1945 and 1946 


~~ 1945 


$ 7,999,220.37 
4.621,874.08 


$ 2,014.502.61 
3,660,809.25 
$ 5,675,311.86 
2,400,115.64 


1,326,944.90 
872,617.77 


Guezsacins 
23,386.88 


23,890.55 


59,360.94 
16,130.24 


$12,621,094.45 


10,274,990.17 


$ 2,346,104.28 


146,099.74 


4 aa 


$13,428,015.46 


7,394,187.55 


$ 2,838,129.73 
6,473,008.27 


$ 9,311,138.00 


3,567,912.14 
$ 1,102,999.67 


1,218,718.07 


$ 28,979.77 
30,933.41 


(45,696.83) 
21,457.94 


$20,822,203.01 


15,200,767.88 


$ 5,621,435.13 


35,674.29 


$ 343,408.43 
33,045.08 
4,528.99 


40,279.03 


$ 120,000.00 


75,000.00 


$ 2,159,766.82 


421,261.53 


$ 1,738,505.29 


195,000.00 


$ 1,543,505.29 


$ 494,500.00 
20,595.34 
2,801.47 
45,436.32 


$ 50,000.00 
60,000.00 


$ 2,492,204.02 


563,350.13 


$ 1,928,870.89 


110,000.00 


$ 1,818,870.89 


$ 623,731.55 
25,720.53 
5,191.81 


61,748.38 


$ 650,000.00 
15,000.00 


The notes to financial statements are an integral part of this income statement. 


the 


$ 5,657,109.42 


716,392.27 


$ 4,940,717.15 


665,000.00 


S 4,279,/1 7.15 


SUNRAY OIL CORPORATION 


STATEMENTS OF SURPLUS 
For the years 1944, 1945 and 1946 


CAPTIMAL SURPLUS 


re Myst eMcN CamE OS EIN UT TO GL We Ig! OA wrt eeeee nace ape one bon ct sna ngc ened bezcen-nsdecddceaeeyncpueeeewune seats 


Add: 


Excess over par value of amount realized from issuance and sale of 1,000,000 shares 
of common stock, less underwriting commission and other expenses... 
Excess of par value of 4% percent cumulative convertible preferred stock (1,600 


shares in 1945 and 169,889 shares in 1946) over par value cf common stock into 
which converted (8,520 shares in 1945 and 904,658.925 shares in 1946)... 


Deduct: 
Charges resulting from transactions in 514 percent cumulative convertible preferred 
stock: 


Excess of cost over par value of 713 shares purchased for sinking fund or 
treasury 
Excess of redemption price over par value of 25,757 shares called for redemption 

in June 1944 
Excess of purchase price ov er par value of common stock acquired (1,829.3 shares 
in 1945 and 547.73 shares in 1946) less portion charged to earned surplus................ 


TBrstbarayes ate MOSS: Gre SOROS rca ae Oe ener 


PARED eSURPEUS SINCE SEPTEMBER 1, 1934 


IBRUB VIVES SE LSSAUONAPONVE OE SOT AN OG acc cece eee ree 
AddiaNetancomesas annexed (Notes A, I and Ib)... ea IR Se rape ae 


Deduct: 
Excess of purchase price over par value of common stock acquired (1,829.3 shares 
in 1945, and 547.73 in 1946), less portion charged to capital surplus... 


Adjustment of legal and other expenses, amounts paid to dissenting stockholders of 
Siuyperrnare (ua! (Cronmoverren sonny, tte esc ees reseece eee eee Preee 


Premiums and unamortized balance of financing expenses relating to: 


First mortgage notes and debentures callcd for redemption in June 1944.00... 
Fifteen year 334 percent sinking fund debentures, due June 1, 1959, called for 
reoalermaymtiory Sesoisiaolprere eh, TENG ere eee cer er 
Premium on 4,205 shares of 43%4 percent cumulative convertible preferred stock 
callllaal Store srevabermayanivorny Jilly 12, LUCY Cia ec ce 


Cash dividends : 
On 5% percent cumulative convertible preferred stock (called for redemption 


ANTM TIT CMMI tf) eee (NOMA TE CaS LIA Tae esc 2esc ceca: cceveeecnceesersversisesstsevaieceassaaressstonicenssc.c1etten 


On 41% percent cumulative convertible preterred stock (issued in June Dre eS 
84.6 cents per share in 1944, $1.80 per share in 1945 and $1.27 per share in 1946 


On 4% percent cumulative preferred stock, series A—$1.75 per share... 
On common stock—20 cents per share in 1944 and 1945, 30 cents per share in 1946 


Balance at close of period (including earned surplus of merged company since January 1, 
1934) (Notes A, D and I) 


1944 
$3,226,723.18 


$3,226,723.18 


$ 9 119457 
64,392.50 
$ 65,587.07 


$3,161,136.11 


$4,659,741.93 
1,543,505.29 


$6,203,247.22 


$ (1,045.22) 


179,047.65 


31,089.94 
148,637.97 


555,001.40 
$ 912,731.74 


——-—_— 


$5,290,515.48 


$6,230,497.51 


1945 
$3,161,136.11 


55,480.00 


$3,216,616.11 


Si 2.08132 


$ 2,081.39 
$3,214,534.72 


$5,290,515.48 
1,818,870.89 


$7,109,386.37 


Se ira 


554,861.10 


$ 878,888.86 


The notes to financial statements are an integral part of these statements of surplus. 


pa seat 
$17,531,327.93 


1946 


$ 3,214,534.72 


8,427,011.63 


5,890,901.07 


$17,532,447.42 


$ 1,119.49 


1,119.49 


$ 6,230,497.51 
4,275,717.15 


$10,506,214.66 


$ 4,740.68 


698,898.11 
6,307.50 


138,407.99 
467,130.30 
1,152,749.85 


$ 2,468,234.43 


$ 8,037,980.23 


SUNRAY OIL CORPORATION 
NOTES TO FINANCIAL STATEMENTS 


(A) Inventories: The system of accounting does not provide facilities for determining the amount of unrealized 
profit included in the inventory of crude oil and refined products, which is estimated to have been 
$33.000 at December 31, 1943, $60,000 at December 31, 1944, $115,000 at December 31, 1945 and 
$290,000 at December 31, 1946. These estimated amounts of unrealized profit increased the indicated 
earnings (before taxes on income) for 1944 by $27,000, 1945 by $55,000 and 1946 by $175,000, such 
amounts being the excess of the unrealized profit in the inventories at the end of each year over the 
unrealized profit in the inventories at the beginning of each of such years. 


The inventories of crude oil, refined products and resale merchandise, priced on the bases indicated on 
the accompanying balance sheet, were as follows: 


December lw el ah ee ee EN. eee S252 290555 
Acquired on June 12, 194-4 in merger with Darby Petroleum Corporation 26, Ziel 
DMecemien- i Ws 4s. .e eae 92 eet roe NI ea cae 447 135.16 
WDeceirse so oe es ee a ee 529,992.67 
Acquired on August 2, 1946 in merger with Transwestern Oil Company 105,797.74 
Decenihersieel O40. a eee ee PE A 678,338.50 


(B) Preferred Stock Purchase Fund: The Company is obligated to provide semi-annually, commencing 
February 1, 1947 until August 1, 1951, a purchase fund oi $405,000 in cash to be used for the retire- 
ment at not more than $100 per share oi preferred stock, series A. In lieu of cash, on the first day 
of each semi-annual period there may be applied to such purchase fund at $100 per share preferred stock 
acquired other than through the operation of this purchase fund. After five months the unexpended 
balance in the purchase fund becomes available for general corporate purposes. On and after February 
1, 1952 the preferred stock will be entitled to the benefit of a sinking fund in lieu of the purchase fund. 


(C) Property, Plant, and Equipment: Leases, royalties, development costs and equipment are stated at 
cost; the costs of leases include lease rentals paid, except that as to leases acquired by merger into 
Sunray Oil Corporation in 1943 of Superior Oil Corporation and in 1946 of Transwestern Oil Company 
the lease rentals incurred prior to such mergers are not included. Commitments for purchases of 
properties, development, pipe line and other construction work to be completed after December 31, 
1946 amounted to approximately $1,000,000. 


(D) funded Debt: The loan agreement relating to the 174% promissory note and the indenture relating 
to the twenty year 274% debentures restrict the payment of dividends (other than stock dividends) and 
purchase of stock of the corporation except out of the aggregate of net income earned since December 
31, 1945, plus $1,000,000. The earned surplus so available at December 31, 1946 was $3,262,081.51. 
Under the terms of the indenture relating to the twenty year 274% debentures. due July 1, 1966, the 


company is obligated to provide, beginning in 1956, a sinking fund to redeem $1,000,000 principal 
semi-annually, 


(E) Provision for Additional Federal and State Income Taxes: Approximately one-half of this provision 
relates to federal income taxes, and interest thereon, on income derived in 1940, 1941, and 1942 from 
leases granted by the State of Oklahoma. Federal income and excess profits tax returns for those 
years are under review by the Bureau of Internal Revenue and, in the event of final determination 


in 1947, such portion of the provision for additional taxes and interest as may be determined would 
become a current liability. 


(F) Contingent Liabilities: There are pending against the company a number of suits incident to the operation 
of an oil business, but, in the opinion of counsel, the ultimate liability or loss will not be of material 
importance in relation to the total assets of the company. 


(G) Preferred Stock: ~ Lhe 4747 cumulative preferred stock, series A, is entitled to $100 per share on 
involuntary liquidation, and is callable at, and entitled on voluntary liquidation to, $104 per share 


($27,760,886.40 in respect of 266,931.6 shares) prior to July 1, 1948, and progressively reduced 
amounts thereafter. 


SUNRAY OIL CORPORATION 
NOTES TO FINANCIAL STATEMENTS (Continued) 


(H) Common Stock: Shares of common stock are reserved: 


For sale under option agreement at $10.875 per share on or before July 


15, 1949, or at $11.875 per share thereafter on or before July 15, 1952...... 90,000 

For possible subscription by shareholders entitled to purchase fractional 
Sele eee ce oon, Se DMSO 2 nau ceo SS ee Me eS eens nen eee me 11 
90,011 


(1) Intangible Drilling and Development Costs: Under the federal income tax regulations and in conformity 
with an election exercised in 1943, intangible drilling and development costs of $901,100, $1,360,200, 
and $1,564,000, capitalized in 1944, 1945 and 1946, respectively, have been deducted from income for 
tax purposes. 


(J) Income Tax Deduction, 1946: The provision for federal and state income taxes, as shown in the accom- 
panying income statement, is approximately $285,000 less, and the net income correspondingly more, 
as a result of the deduction for tax purposes, of the premium and unamortized expenses on the 334% 
geet called for redemption in 1946, which premium and expenses were charged direct to earned 
surplus. 


(K) Depletion, Depreciation and Maintenance Policy: Depletion of producing properties and depreciation 
of lease and other equipment, the useful life of which is directly related to a specific property, are 
computed on the basis of the production from each property at individual rates per barrel of oil or 
per cubic foot of gas. Such rates are determined by dividing the costs of the respective properties by 
estimated reserves of oil or gas. 


Depreciation of other depreciable properties is based on the estimated useful lives of the respective 
classes of equipment; the rates used are 3314 percent per annum for automotive equipment and 
from 5 to 20 percent per annum for other classes of equipment. 


Unoperated leases and non-producing royalties are not depreciated or amortized. The cost of any 
interest not renewed is charged against income in the month of expiration. 


It is the policy to charge to costs or expense, as appropriate, amounts expended for maintenance and 
repairs and to capitalize expenditures for renewals and betterments. 


Accumulated reserves relating to properties retired or otherwise disposed of are adjusted at the times 
of such retirements or other dispositions. 


(L) Operations of Liquidated Subsidiary and Merged Companies: On June 30, 1944, Sunray Oil Company 
(then a wholly-owned subsidiary) was placed in liquidation and. pursuant to the plan of such liquidation, 
its net assets were transferred to the Sunray Oil Corporation. The accompanying statement of income 
includes the operations of such liquidated subsidiary from January 1, 1944 to the date of liquidation 
in the manner as though its operations had been conducted by the Sunray Oil Corporation. 


The accompanying statement of income also includes, from the date of acquisition, the operations of the 
properties acquired by merger from the Darby Petroleum Corporation on June 12, 1944. 


On August 2, 1946 Transwestern Oil Company was merged with and into Sunray Oil Corporation and 
the accompanying income statement includes the operations of Transwestern’s properties from that date. 


“I 


SUNRAY OIL CORPORATION 


SUPPLEMENTARY PROFIT AND LOSS INFORMATION 
For the years 1944, 1945 and 1946 


Charged directly to 
profit and loss——_——., ————_ Charged to other accounts - 
Item To costs Other Account Amount Total 


1. Maintenance and repairs: 


DV ear eG ere ara ecto .ctey cdot aacete $769,890.79 $ 480.26 $ 770,371.05 
PVA OO smear ee ce az ok esc peed cces arose: 746,763.86 746,763.86 
Be oo rr 922,983.24 5,143.42 928,126.65 


2. Depreciation, depletion, and amortization 
of fixed and iutangible assets: 


SORES OS ee Sena ee a ee ee $2,311,716.71 2,31 /16:/1 
CENT EE Er scat aay 7 ene ne ames 2,400,115.64 2,400,115.64 
Oe OnE eee te ee 3,567,912.14 3,967,912.14 


3. Taxes, other than income and excess 
profits taxes: 


Year 1944; 
I ROOUCHIOM metre ee eee, areas $266,897.51 266,897.51 
Statemipanclhise eee eee 25,406.30 25,406.30 
ederalmcapitalestock==ss=ss 13,312.54 13,312.54 
ANG) WAVE oe crrereecececrerenacnenntierecces 76,733.46 5,579.48 82,312.94 
Pipe line transportation.............. 5,687.18 5,687.18 
DOclal SeCunity: «fe kcescecscce te 13,910.15 6,311.66 RO neEty ec .cuieae- scents $ 534.59 20,756.40 
Documentary and miscellaneous 12,855.85 5,987.06 eases cneee ape Tecan 55,663.55 
$376,084.15 $ 56,597.04 ERY AC Re) $ 470,036.42 

Year 1945: 
LES CO UNE CL Oi ls eee wae cee nee ee $269,031.01 $ 269,031.01 
mate MNCs 226 asec: Sees) Zi ciao 
Hederalvcapital sstocie = 7,375.00 7,375.00 
FOL GOUT  cescencrteenrneereceatieaercet: 116,114.95 6,394.37 122,509.32 
Pipe line transportation.............. 5,518.98 mols og 
Social security and all other...... 28,838.39 6,700.58 BO Det ae $ 902.51 36,441.48 
$419,503.33 $ 47,743.34 $ 902.51 $ 468,149.18 

Year 1946: 
JEXRGVAFOIONT, — ccecsonecenctnoeenonterryeeeneees $416,820.38 $ 416,820.38 
Statertranclise 2) eS cccd $ 28,253.80 28,253.80 
PRG SALOb eI es ee Sree teases 227 258.72 4,657.05 7x OMS 7 a 
Pipe line transportation.............. 6,102.48 6,102.48 

Social security and all other...... 42,168.20 16,914.74 Plant, property and equip- 
TET Care ee ee ee $ 3,024.04 62,106.98 
$692,349.78  $ 49,825.59 $ 3,024.04  $ 745,199.41 
4. Management and service contract fees... None 
5. Rents and royalties: 

Vea Oddie eave se, ee Seer $ 78,640.02 $ 44,371.87 TOD Ch hy ae ee $149,185.13 $ 272,197.02 
eer OG wae tte ee od ccna 73,792.09 50,210.50 EONELUY fic cee tea ees 228 426.30 352,428.89 
POU te] Ce cep wa ts a ee eee 113,136.07 55,100.75 IBGOpeTty sete elec $36,755.25 504,992.07 


EXHIBIT C-2 


FINANCIAL STATEMENTS 


OF 


TRANSWESTERN OIL COMPANY 


(merged into Sunray Oil Corporation as of August 2, 1946) 


OPINION OF INDEPENDENT PUBLIC ACCOUNTANTS 


To the Stockholders and Directors 
SuNRAY O1L CorPoRATION 


We have examined the accompanying statements and schedules of Transwestern Oil Company for the 
two years and seven months ended July 31, 1946. Our examination was made in accordance with generally 
accepted auditing standards applicable in the circumstances and included such tests of the accounting records 
and other supporting evidence and such other procedures as we considered necessary. 


Transwestern Oil Company was merged with Sunray Oil Corporation as of August 2, 1946 and we did 
not examine the accounts of Sunray Oil Corporation subsequent to July 31, 1946 to determine whether any 
transactions had been recorded in its books affecting the accounts of the merged company. 


In our opinion, the annexed statements of profit and loss and surplus and notes thereto (pages 2 to 6) 
present fairly the results of operations of Transwestern Oil Company for the two years and seven months 
ended July 31, 1946 in conformity with generally accepted accounting principles applied on a consistent basis 
during the period under review. 


Price, WATERHOUSE & Co. 


Houston, Texas, 
October 14, 1947 as of October 3, 1946. 


TRANSWESTERN OIL COMPANY 


(Merged into Sunray Oil Corporation as of August 2, 1946) 


STATEMENT OF PROFIT AND LOSS 


For the two years and seven months ended July 31, 1946 


(See “Notes to Statement of Profit and Loss”) 


Income from oil and gas sales and royalties... a ee 


Expenses and costs: 


Wel cuopet ating ex ense. - 


Provision for depletion, depreciation and amortization (Note 3) 


my sole losses sand cont mbuplons....8 


Surrendered leases and royalties.......... 


EI eis OR TST Ls aa we a a 8 ck eh th 


Geophysical expense 


Pepe MeMUi, Phoperuyeind pay rOlletnae sae. es ee eee 


General and administrative expense... 


Operating profit 


Miscellaneous income: 


ienOMeOn “isposal Or fixed ASSCtS..........0e cc ee ee 


Interest 
Sundry 


Miscellaneous charges 


Profit before provision for taxes on income...........- 


Provision for estimated taxes on income: 


Slate slic OMmenran es em. sts 3.1 
imederalimeome taxes (Note 5). 


Year Ended 


7-7 -— December 31, 
944 


$5,995,505 


SOUL S55 
1,166,947 
SUG77 
232.057 
148,626 
Derells 
300,281 
282,943 


$3,133,429 
$2,862,076 


$ 2,649 
13,267 
8,290 


$ 24,206 


$2,886,282 


§ 2,086 
$2,884,196 


$ 20,000 
80,000 


$ 100,000 
$2,784,196 


945 
$6,756,545 


$ 657,648 
1,208,796 
Gelja/3 
220 CaO 
203,651 
154,882 
383,449 
375,046 


$3,834,280 
$2,922,265 


S112 334 
13,354 
9,576 


$ 135,264 


$3,027,929 


$ 1,400 
$3,056,129 


$ 10,000 
270,000 


$ 280,000 
$2.776,129 


January }, 
to July 
31, 1946 


$+,.219,065 


$ 447,372 
681,068 
204,997 
151,651 
140,401 
180,372 
237,720 
238,964 


$2,282,545 
$1,936,520 


$ 21,640 
7,423 
6,305 


$ 35,368 


$1,971,888 


$ 1,300 
$1,970,588 


$ 328,500 
$ 328,500 
$1,642,088 


TRANSWESTERN OIL COMPANY 


(Merged into Sunray Oil Corporation as of August 2, 1946) 


STATEMENT OF SURPLUS 


For the two years and seven months ended July 31, 1946 


Year Ended 
77 December 31,———_, 
1944 1945 
Paid-in surplus: 
Balance at December 31, 1943, 1944, 1945 and July 31, 1946 (no 
uN LIAT es MUNA Tae ape CCIM ete reer ee ee oo hc cata ee eee eee 1,307,299  Bles67 259 
Earned surplus: 
Worl Ce ae MSE MITMO CO PERO 225 x. oe. ooea 2 esas ane. cose eecceete cr ecaaceaus os $2,237,180 $4,458,876 
JPTEOUGNE WuOie: TSS, SIGies 0d UR ae ee gue enone Re eens 2,784,196 OPENS 2) 
99,021,376 $7,235,005 
Dividends declared of 75¢ and $1.50 per share, respectively for 
sie aye Wiesel os area tC eh 4 Qo enscs cca cecaceeds cenarecetan a ndcexngege ac 562,500 1,125,000 
V2 COREL (GiaVG TON bye) (01 BRNen eee ee ee oer $4,458,876 $6,110,005 


io) 


January 1, 
to July 
31, 1946 


$1 367259 


$6,110,005 
1,642,088 


$7 752,093 


by 702,003 


TRANSWESTERN OIL COMPANY 


(Merged into Sunray Oil Corporation as of August 2, 1946) 


NOTES TO STATEMENT OF PROFIT AND LOSS 


Note 1—Mercer Witu Sunray OL CorporaTION : 


An Agreement of Merger dated May 28, 1946 provided for the purchase by Sunray Oil Corporation of 
all of the outstanding capital stock of Transwestern Oil Company as of August 2, 1946 and the merger of the 
latter company into the former company as of that date. 


Note 2—CeErtTAIN ACCOUNTING PoLicies Wira RESPECT To FIxED ASSETS: 


1. Exploration and geophysical expense, cost of dry holes and lease rentals have been charged to profit 
and loss as expended. 


2. Lease bonuses and the cost of nonproducing royalties have been capitalized as paid and not amortized. 


3. Upon the surrender or expiration of any nonproducing lease, condemnation by exploration of any 
royalty, or complete abandonment of any producing lease, the amount remaining in the accounts has been 
charged to profit and loss. No charge has been made to profit and loss for the abandonment of a well located 
on a property with a producing well. 


4, All development costs (tangible and intangible) of producing wells have been capitalized. 


Nore 3—DeEp.LETION, DEPRECIATION, AND AMORTIZATION : 


Depletion of producing leases and royalties, depreciation of tangible equipment on leases and amortization 
of intangible drilling expenditures have been provided for froin the inception of the company on the unit rate 
of production method applied in each case to individual properties. 


To determine the rate used: 


1. As to producing leases and royalties—The net depleted book value of a given producing lease or 
royalty is divided by the company’s interest in the estimated remaining recoverable oil from such property, 
including the amount estimated to be recoverable as a result of estimated additional development. 


2. As to tangible equipment on leases—The net depreciated book value of tangible equipment on a 
given property, plus an amount estimated to be sufficient to develop economically such property, is divided 
by the recoverable oil reserves computed as explained in 1 above. 


3. As to intangible drilling expenditures—The net unamortized book value of intangible drilling 
expenditures on a given property, plus an amount estimated to be sufficient to develop economically such 
property, is divided by the recoverable oil reserves computed as explained in 1 above. 


Provision for depreciation of other equipment has been based on the estimated life of the equipment, which 
resulted in the use of rates as follows: 


OO OMe S ATIC TUG li Ss ones .c <u cl oa n2st aac a ee eee mse e 334% 
Gis ehosh oO tc eee eee ee Uae Pema ee eM, eee Vike ng eee Zz 
Snltewatem syotems sand Gill tread 11 Go ee eee 20 
Rey a CI Settee CO on arcsec ay ces were eee 12% 
WVeresycreiis eats, atid @imce €qriipnieit... ce ee eee 10 


Maintenance and repairs have been charged to profit and loss, and renewals and betterments have been 
capitalized. The cost and accrued reserves applicable to items of property replaced or disposed of have been 
removed from the respective accounts, and any differences between the net book values of the assets and the 
amounts realized by sale or salvage have been included in profit and loss. 


Note 4+—SALE oF NONPRODUCING AND PRODUCING ROYALTIES: 


In accordance with the terms of a purchase contract dated July 19, 1946 Transwestern Oil Company 
sold to Transwestern Royalty Company all of the producing and nonproducing oil and gas royalty interests 
and overriding royalty interests owned by Transwestern Oil Company for a consideration of $750,000 
(approximate net book value). The effective date of the sale was July 31, 1946. 


Note 5—FeEpERAL INcoME TAXES: 


The federal income tax returns filed by the company for the periods from inception on November 20, 1936 
to December 31, 1942 have been examined by the internal revenue bureau and the taxes for those years have 
been settled. The final tax liabilities for the years 1943, 1944, 1945, and 1946 had not been determmed at the 
date of the coinpletion of our examination of the financial statements of the company as at July 31, 1946. 
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TRANSWESTERN OIL COMPANY 


(Merged into Sunray Oil Corporation as of August 2, 1946) 


SUPPLEMENTARY PROFIT AND LOSS INFORMATION 


For the two years and seven months ended July 31, 1946 


ivicinbenance dnd vepairsa( ote eee 2.22212 eee 


Depletion, depreciation and amortization of fixed and intangible assets 


Taxes, other than income and excess profits taxes (Note 2): 
Gross production taxes 


Property taxes 


Social security, sales and other 


Capital stock, franchise, etc 


Miamagement aid service Contract fees... 2. ceeeccccccecesccenccccescecescceeeeeee sce: 


NoTEs: 


-——Charged to Expenses and Costs——~ 


Year Ended January 1, 
ma) ecember sie to July 
1944 1945 31, 1946 


S 183,234 $ 185,857 $ 104,435 
1,166,947 208,796 681,068 


204,010 235,544 147,837 
77,000 13,63) 67,383 
6,993 8,414 5,954 
12,279 25,810 16,546 
None None None 
165,141 222,434 151,342 
None None None 


(1) The amounts shown are the aggregate of such accounts as are known to represent charges of a 
maintenance and repair nature. There may be additional maintenance and repair charges, the 


ainounts of which cannot be determined. 


(2) State sales taxes on purchases and a portion of social security taxes paid are not ascertainable from 


the accounts and are not included herein. 


Or 


TRANSWESTERN OIL COMPANY 


(Merged into Sunray Oil Corporation as of August 2, 1946) 
RECONSTRUCTION OF STATEMENT OF PROFIT AND LOSS 


Prior to merger with Sunray Oil Corporation, Transwestern Oil Company sold all of its overriding and 
basic royalty interests to Transwestern Royalty Company. Gross and direct net income from all such royalties, 
for the two years and seven months ended July 31, 1946, is included in the statement of profit and loss of 
Transwestern Oil Company as follows: 


Year Ended January 1, 

r———— December 31,——_, to July 

1944 1945 31, 1946 
He 55 ay PE SO TU ec 8 cob ett aes es Sa aed $411,060 $412,208 yZgo, 007 
entssagd Donlises——royalty Propelaes...2.. ee 5,264 §,041 4.839 
de enmO Umea lesOl, Capital SSeS. seemun: ous: 1 iereeee eee or ep 13,576 
LUGS y e150 eae peeemees Coe rete ete ener ee ALMA Ra edser $416,324 $420,249 $276,922 

Expenses and costs directly applicable to royalties: 

AD aes saith ea ease oe ne S$ 45,032 $ 50,538 Secu Oar 
Stumemdered and condenimed royalties... 2... sec 41,724 4.665 4,957 
PNOCMeHOMeand praperty tases. 92.62. ee 24,803 275338 15,203 
SOL AEs) $ 82,541 $ 40,215 
Direct net income before income taxes................ $304,765 $337,708 $236,707 


Some portion of the general expenses of Transwestern Oil Company might fairly be allocated against this 
royalty income; however, it cannot be said that such expenses would have been appreciably lower during the 
two years and seven months period if this portion of the business had not been in existence. Elimination of 
the above net income from taxable income of Transwestern Oil Company would have resulted in reducing 
the Company's provision for federal and state taxes based on income, estimated as follows: 


Year Ended January 1, 

7——— December 31,__—_, to July 

1944 1945 31, 1946 

SULTS TUDO 102 Sc ae 0 eee S000 $ 1,000 $ 1,000 
Jeraleserai)) icy Slarnt a ie tetera 80,000 100,000 68,000 
“UD ORCAS ONDE ets. cc re ne ee S$ 81,000 $101,000 $ 69,000 


The net profits of Transwestern Oil Company reduced to eliminate direct net income from royalties and 
increased to refiect correspondingly lower income taxes would have been: 


Year Ended January 1, 

7——— December 31,-—___, to July 

1944 1945 31, 1946 
Net arent asi-chommne igs spatenlente ess... ee $2,784,196 $2,776,129 $1,642,088 
Elimination of direct net income from royalties........................ 304,765 337,405 236,707 
$2,479,431 $2,438,421 $1,405,381 
Estimated reduction in income taxeS....0000...0....22ecseeeeeeeee eeceeee 81,000 101,000 69,000 
IRGCGMSERUCTEG Mek PRON tse oe ga ccc naecce eee ccceeee $2,560,431 $2,539,421 $1,474,381 


EXHIBIT C-3 


FINANCIAL STATEMENTS 


OF 


DARBY PETROLEUM CORPORATION 


merged into Sunray Oil Corporation as of June 12, 1914) 
a 4 Pp 


OPINION OF INDEPENDENT PUBLIC ACCOUNTANTS 


SUNRAY OIL CORPORATION: 


We have examined the staternents of income and of earned surplus and the related schedule of supple- 
mentary profit and loss information of Darby Petroleum Corporation for the period from January 1 to 
June 12, 1944 (at which date the Corporation was merged into Sunray Oil Corporation and its separate 
corporate existence ceased), have reviewed the accounting procedures of that company and have examined its 
accounting records and other evidence in support of such financial statements and schedule. Our examination 
was made in accordance with generally accepted auditing standards applicable in the circumstances and 
included all auditing procedures we considered necessary, which procedures were applied by tests to the extent 
we deemed appropriate in view of the system of internal control. 


In our opinion, the accompanying statements of income and of earned surplus (and related schedule) 
fairly present the results of operations of Darby Petroleum Corporation for the period from January 1 to 
June 12, 1944, in conformity with generally accepted accounting principles and practices applied on a basis 
consistent with that of the preceding year. 


Haskins & SELLS 
Tulsa, 


October 10, 1947, 
As of May 20, 1946. 


DARBY PETROLEUM CORPORATION 


(Merged into Sunray Oil Corporation as of June 12, 1944) 
STATEMENT OF INCOME 
For the Period from January 1 to June 12, 1944 


Revenue: 


(CHIE: OEM Se en cor ee Meroe g hese Er ra ag eae abe epee eter ree eo ce 
Mees mlgcvense Ml MlVeMtOryrot CLude Olle. cease se) emree rs ee ee 
Remainder—crude oil’ produced... <a. -eeeeesmeenenes e.  ees eeee 
Ms ee ge ce ee ween ee ee aa oS Ge ne we 
BIL ese aeee NRRaRer  o)ey PE n o Pem RR  ere e Sc 3 e 
Operatine Msxpenses (exclusive ot items shown separately below) 2. 
Ors sume mtg ON AO) GM ALLIS <2 eee cee soe enon o 26 Sees Sau cha cbee emseanncer ean ceee me nteeesee ere cata ne onseetecresccaneeee 
Geri cial ice GIMME UP CMSES <. sce. 2. 502 cece ee cesc sxc etess cue etacten emma net Seb oak a vaceuiecnne Seeeesecees 
AN (el TPSROMMIC SOR OVI he Xv eh lo) 6 pana east es Serene cancers SPE Ae eee enone cee 
Other Income Credits : 
Geter = eae eT ore al iene ee ao 8 eat acer: Slee Seach ces ee era $ 3,901.00 
ZVOniirOny scleror capital assets. ons... eee ee, Bae ree 1296.20 
Wiatenals and suppliesinventory adjustimentse:. 2. 1,611.46 
Om CISC UNG em ONE UML CULASE Stee. cacesaes-. poeta. 4 ee eee ceotere Sameer ears eo 1,313.84 
EIGN EUS N GES GUNS, 2 a so linen CORE) ers Pe Sisal 
Synge eee are SoS ad Ou ne a RR IO 2 
SRNL, VE (71 ec nan OS SE LY ty SS ee 
Income Charges: 
feretisces teas a Gl ees coe os ote ve ne cee ey ee eee ee SIS ee 
Netloss inom pas distribution systems... eee ee ee 349.33 
CU AINGIES ee ais nel re Eee sea eek ees pens cele CRO Sone 595.06 
UN ee es ee EE aa a od eee cect coc eo ee 
Income Before Deducting Provision for Depletion and Depreciation, ete....2.....22-2:2:c2c:eeeeeeees 
Deduct: 
Digan Bin x eee ene o> eee PPR neem $139,071.01 
IIS OARS AUCH es, 58 ee ee Renee Pen sc One PS 66,700.28 
Wiudewelopedwleaseliolds surrendered. ..02..--. ccc. ee ee 232,079.07 
iD yen] eames lOnALOUy WOEKS GLC. 2.2.2. tecisc. ges eee ee 91,808.51 
ACCU ss 5 a ane ER PRG EA eA: Oe S 5 ae ee 
Income Before Deducting Provision for Federal and State Income Taxes.........0...2.2cc2cececcee 
Deduct—Provision for Federal and State Income Taxes (estimated) : 
gel mall CMe exe sc ROMS GAM) 12: Seccc car, -cts.azsc-ctls. eee ee $ 50,000.00 
SIAN Ge hon ghee ee: eee oe eT suey ead 7 068.60 
SIRS Rey EO ce eye a ke SAO Bel 
RS ola Yee eH ete s cee en eR ies ole eR nec pee 


The Notes on the following page are an integral part of this statement. 


$1,185,081.64 
220.90 
65,874.95 
$1,250,735.69 
253,541.77 

$ 997,193.92 
111,631.01 

$ 885,562.91 


9,137.80 
$ 894,700.71 


2,870.91 
$ 891,829.80 


529,658.87 
$ 362,170.93 


57,068.60 
S 305,102.33 


DARBY PETROLEUM CORPORATION 


(Merged into Sunray Oil Corporation as of June 12, 1944) 


NOTES TO STATEMENT OF INCOME 


1. It was the accounting policy of the company to capitalize development cost (so-called intangible drilling 
costs) of oil properties and amortize such costs through depletion charges based upon the number of 
barrels of recoverable and recovered oil. For tax purposes, the company elected to write off such items 
and as a result of that policy, together with the statutory allowance for depletion in excess of depletion 
based on cost, the taxable net income for Federal and State income taxes was materially reduced. 


2. The policy adopted in providing for depletion and depreciation is described as follows: 
Depletion on cost—by properties, based on capitalizing drilling and other development costs of 
producing properties except dry holes, and depleted on the unit-of-recovery method. 


Depreciation : 


Leasehold equipment—amaterials and equipment on producing properties depreciated on the unit- 
of-recovery method. 

Automobiles and trucks—25% per annum. 

Miscellaneous equipment—10% per annum. 


3. All costs of maintenance and repairs were charged to operations as incurred. The costs of replacements 
and betterments were charged to the property accounts. 


DARBY PETROLEUM CORPORATION 


(Merged into Sunray Oil Corporation as of June 12, 1944) 
STATEMENT OF EARNED SURPLUS (Since June 30, 1933) 


For the Period from January 1 to June 12, 1944 


Ballameentamtary lop O44 ea aoacs. 52s one em ook eal cece caes econo aca cee ce peace ae dese ees dee ses nnaeeee eres $2,741,596.92 
INepieoimem: OMlmstatenieiiimet al COUmte: 25 oo eee es ese ere Loo 1 chs. cee 300,102 733 
Other additions to surplus: 
Excess accrual of Federal income taxes for years prior to 1943................ $ 8,295.90 
Increase in market value of marketable securities..........2..000.0---c--ceceeeeees 4,525.00 12,820.90 
STS are ee a8 8 ln Sey oo $3,059,520.15 
Charges to surplus: 
IBS Gus ose Gye, aleniiaraybulea ns agls Iie (oye ley mepeerey ee pee enee pepe eee ey a eee $ 2,750.00 
IIB tue nl Sees nec eee er rec 2 Doe re anne ee Re ed 87,847.50 
Miotal charges to Sur plss ccc oe eee eee eee ree. noe, ee 90,597.50 
de fell Gi py stoop Gh ot cel fie 27 Pine ae ne: ener mn Oe HOPS eer 3 ESO $2,968,922.65 


Note: Amounts representing adjustments made in the period from January 1 to June 12, 1944 applicable 
to the year 1943 have been applied to the balance of earned surplus at January 1, 1944. 


DARBY PETROLEUM CORPORATION 


(Merged into Sunray Oil Corporation as of June 12, 1944) 


SUPPLEMENTARY PROFIT AND LOSS INFORMATION 


For the Period from January 1 to June 12, 1944 


Charged directly to 


-—7——— profit and loss ——____,, ra — Charged to other accounts— -——__,, 
To costs or 
operating 
Item expenses” Other Account_ Amount 
Mainfenanceland Repairs... -2 $ 35,086.48 $ 391.16 Automobile and truck ex- 
pense clearing account... $ 5,261.99 
Depreciation and Depletion: 
Depreciation ee eee 66,700.28 Automobile and truck ex- 
pense clearing account...... 2,912.53 
TB) py etic ripen ee ee a etn sve Ne Eo 139,071.01 
Taxes, Other Than Income and Excess Profits 
Taxes: 
Real estate and personal property................ 12,852.74 1,179.51 
SOcialmseclbitye eee 3,047.98 
If aaintel Wig ae 2,359.00 
(GhossepLoductiOnmem tee eer re 19,301.45 
Management and Service Contract Fees...00000...... 


ReritseandmRoyalticsas:. emer (1)6,429.86 Leasehold Cost$ ...ceecccccecne (2)91,024.88 


Notes: (1) Represents rental of office space. 


(2) Represents oil and gas leasehold rentals charged to leasehold costs. 


Total 


$ 40,739.63 


69,612.81 
139,071.01 


14,032.25 
3,047.98 
2,359.00 

19,301.45 


None 


97,484.74 


EXHIBIT D-1 


FINANCIAL STATEMENTS 


OF 


PACIFIC WESTERN OIL CORPORATION 


AUDITORS’ CERTIFICATE 


We have examined the balance sheet of Pacific Western Oil Corporation (a Delaware corporation, 
hereinafter referred to as the Company) and the consolidated balance sheet of the Company and its subsidiary 
company (Getty Realty Corporation) as of December 31, 1946, and the statements of consolidated income 
and surplus for the three years ended December 31, 1946 (including the operations of the subsidiary company 
on a consolidated basis since May 31, 1946), have reviewed the systems of internal control and the accounting 
procedures of the companies and, without making a detailed audit of the transactions, have examined or tested 
accounting records of the companies and other supporting evidence, by methods and to the extent we deemed 
appropriate. Our examination was made in accordance with generally accepted auditing standards applicable 
in the circumstances and included all procedures which we considered necessary. 


In our opinion, the accompanying balance sheets and related statements of income and surplus and the 
schedule of supplementary income account information present fairly the position of Pacific Western Oil 
Corporation and subsidiary company at December 31, 1946, and the results of their operations (including 
the operations of the subsidiary company for the seven months ended December 31, 1946, only) for the three 
years ended December 31, 1946, and are in conformity with generally accepted accounting principles applied 
on a consistent basis during the period under review. 


ARTHUR ANDERSEN & Co. 


Los Angeles, California, 
March 10, 1947. 


(Released October 13, 1947.) 


PACIFIC WESTERN OIL CORPORATION 


AND SUBSIDIARY COMPANY 


BALANCE SHEETS—DECEMBER 31, 1946 


ALS Ses 


CuRRENT ASSETS: 


Accounts receivable— 
Customers (less reserve of $10,038.29 applicable to subsidiary 
COLO ANT grea Be coe acre near dese teres Coe te ite on ey ent er ee 
ee Gls Ue TN INV ge oa ee 25 Venere es RN as 
Other 


Inventories— 
Crude oil at the lower of average cost or market (market repre- 
SMS eb Selig oupINce | aa Cee tit te ddetc. Re, oe ees Se ee 


Materials and supplies at or below average cost.......-. 222... 
DEVO ne merueuInO mle sera ts COS ts.) nace re eaten -. Sepa en, ewe 
Mo ralcumein sect sc.c est ee eee 
INVESTMENTS—at cost: 
Subsidiary companies— 

Mission Corporation—not consolidated—641,808 shares of cap- 
ital stock, a 46.71 per cent interest (quoted market price 
$22,302,828) 

Getty Realty Corporation—consolidated— 

S00 shares of capital stock, a 100 per cent interest... 
OG Per cent note teccivanle, due December sl 191G.. 2 

Tide Water Associated Oil Company— 
577,854 shares of common stock (quoted market price $11,484,528) 
Other 


PLANT AND EQUIPMENT: 


Re TIP MEO Cri lea: tinGUs cme metae Ac) es er cee a ohana a canensa eee ee 
Less—Reserve for depreciation, depletion and amortization..................-- 


iiotel properties (imelidine lands, oI O0Q}000), at cost... 2. eee 
ese CServie On mde ECC IAL OMe ee: --kxcctocncs<no:cbege cists ince an 


Urea aeion Pea gor mh baleen ors igs) eee ae an epee eine oe <n cee te re 
Less—Reserve for amortization (being provided over period to Decem- 
[Gres aires baga 2Je O)) Mea dense erm open <r te oe ETE 3G AL I 


PREPAID EN TALS. ARES eiNG UINAIVGE, OT Gio nc ccs ccc csc cacesesssveec cueteeeeeee eee 


Company 


$ 1,516,514.04 
550,427.76 


556,348.61 
2,940.79 
14 e92 22 
54,220.00 


56,253.34 
401,022.77 


 3,279,019.53 


S 9,947 ,084.88 


50,000.00 
2,500,000.00 


3,927 ,00G.95 
112.00 


$16,424,203.83 


$35,593,414.18 
25,841,771.27 


oy 9,751,042 91 


$ 314,500.78 


173,890.89 


$ 140,609.89 


260,530.98 


AG: 


$29,856,607.14 


The accompanying notes are an integral part of these balance sheets. 


) 


Consolidated 


3 201007 hae 
630,490.25 


768,502.43 


151,362 2) 
54,220.00 


56,253.34 
401,022.77 
153,990.27 


$ 4,226,812.98 


$ 9,947,084.88 


3,927, 006.93 
112700 


$13,874,203.83 


$35,593,414.18 
25,841,771.27 


Ne yolk ere 21 


$ 3,114,589.01 
546,314.04 


$ 2,568,274.97 
$ 314,500.78 


173,890.89 
$ 140,609.89 
S s60 e026 


$30,928,000.14 


PACIFIC WESTERN OIL CORPORATION 


AND SUBSIDIARY COMPANY 


BALANCE SHEETS—DECEMBER 31, 1946 


PA Ba ees 


CURRENT LIABILITIES: 


ACI ES DEBE cee nce rr reece es: 7 
I ONPBU NOSED GY) 1S ca Se REE PEN 2 


Accrued liabilities— 
blames obmembliamitases based Of ICOM. .....-2.-..2.o ce 
AUT sto = fom et to Sos cn dene dc Saacagcsdeooeyaeeesasceversese eae ee 
WD ep avis tare cs ian Gme Cl SES..220 8... ccc. sean ccc a cesta sesaets eSereenegso ee ee tesa 
Provision for disputed royalties payable to United States Government 


Provision for taxes based on tncome—subject to final determination by 
governmental authorities— 


Federal (including additional assessments for the years 1939 and 
1940 of $141,641.90, applicabie to subsidiary company ).............. 
California (including accrued interest of $77,956.04) ...0..2.......--:-++ 


Sle ten lemme re nit Wis U1E1@S:<<..2.s..ccszcnccseueseceteercesesxsoesheosace-soeeeleee 


CAPITAL STOCK AND SURPLUS: 
Capital stock— 


Authorized—2,000,000 shares of $10 par value. 
Issued and outstanding—1,376,430 shares (including 4,700 treas- 
(VEG? G MBUCES ION) Ree ee ee eee! 


Surplus (per accompanying statement )— 


CANDO SUE DG ee ee 
Earned surplus—restricted to the extent of cost ($100,840.65) oi 
ICEBUSIOTC SWORE UEC ee ee Une re 


Deduct—Treasury stock—4,700 shares at COSt.............20::2:::00eee00= 


Company 


P7723 al 
104,753.98 


9,408.56 
14,697.89 
15,000.00 
66,674.87 


114,966.37 
507,017 00 


$ 1,440,574.97 


$13,764,300.00 


5,382, 136.54 


9,370,436.28 


$28,516,872.82 
100,840.65 


$28,-416,032.17 


$29,856,607.14 


The accompanying uotes are an integral part of these balance sheets. 


5) 


Consolidated 


$ 1,048,648.20 
104,753.98 


86,167.40 
95,801.61 
15,000.00 
65,674.87 


281,608.27 
o7, ol 02 


> 208647542 


$13,764,300.00 


5,382,136.54 


9,845,930.83 


$28,992,367.37 


100,840.65 
$28,891,526.72 


$30,928,000. 14 


a 


PACIFIC WESTERN OIL CORPORATION 
AND SUBSIDIARY COMPANY 


NOTES TO BALANCE SHEETS 


(1) Effective as of May 31, 19-6, an Agreement of Merger was entered into and adopted whereby 
George IF. Getty, Ine. (parent company) was merged into Pacific Western Oil Corporation. Under the 
terms of this Agreement, Pacific Western Oil Corporation. the surviving corporation, succeeded to and became 
possessed of all properties and assumed all liabilities of George F. Getty, Inc. The accompanying statement 
of income includes the results of operation of the properties acquired from George F. Getty, Inc. for the 
period trem June 1 to December 31, 1946. 


(2) Mission Corporation, as shown by its financial statements at December 31, 1946, had assets carried 
at approximately $19,438,000, had liabilities of approximately $171,000 and had no outstanding secnrities 
other than common capital stock. Such assets consisted principally of cash and United States Government 
securities and investments in other companies, including 582,657 shares of common stock of Skelly Oil Com- 
pany (a 59.37 per cent interest) and 1,341,493 shares of common stock of Tide Water Associated Oil 
Company (a 20.97 per cent interest). 


(3) On December 21, 1946, the Company offered to employees who had completed two years of con- 
tinuous service on December 1, 1946 the option to purchase an aggregate of 4,477 shares of treasury capital 
stock at $20.00 per share. As of January 10, 1947, the closing date of the offer, a total of 2,353 shares of 
capital stock had been reserved for employees under the option plan. Final decision on the part of the 
individual employees to purchase stock subseribed for under the option agreement must be made by 
February 1, 1948. 


(4) The Company operates certain valuable lands under lease from the State of California. The rights 
of the Company under these leases may be adversely affected by the decision of the United States Supreme 
Court in the case of United States of America vs. State of California, October Term 1946, No. 12, Original. 


There is also other miscellaneous litigation pending against the Company which, in the opinion of counsel 
for the Company, will not result in any material lability. 


(5) In consolidating the accounts of the Company and its subsidiary company, all intercompany accounts 
and income and expenses have been eliminated. The investment of the Company in the capital stock of its 
subsidiary company (which is 100 per cent owned) is equivalent to, and has been eliminated against, the 
aggregate par value of the outstanding capital stock of the subsidiary. The Company’s equity in the net assets 
of its subsidiary company as shown by the books of such subsidiary, was $475,494.55 in excess of the related 
investment as shown by the Company’s books as of December 31, 1946; such comparison reflects adjustments 
of $241,234.64 of the subsidiary’s net assets as of May 31, 1946. In consolidation, this amount of $475,494.55 has 
been credited to consolidated earned surplus. 


PACIFIC WESTERN OIL CORPORATION 


AND SUBSIDIARY COMPANY 


STATEMENTS OF CONSOLIDATED INCOME 


For the Three Years Ended December 31, 1946 
Year Ended December 31 
1945 


Gross OreraTING INCOME: 
Cpe iy eS ee ee eres nce 
Hi reretimpele 7ASCligve, SA ©S eee cee acces cece cea car eee eee ces esses tecceencanaotenenncess 
DSO? RS US SS oe a cer ee ces rere eee eR eee ae 
CONE OR Sap aapten eae teh oh abe) ee a en ee 


Less— 
COMME RGU JORIS? SEONG (2. cee ee ee enn 
Coral onl orm a ace eee peo ar pe eae entero eet 


OPERATING CHARGES: 

Operating expenses, exclusive of items listed below..............---- 
Selling, and general and administrative expenses, exclusive 
Gum eet inSs IGE eclmne Weeten ses 222. 5520 oc 2a cc... Woe as cones cdeeveeeee ne ake 

Provisions for property reserves (Note 2)— 
IDFR ES LUCIO, nc: eee 
IDYS ONES Oia) cgaco ted ere 
Pomanization ot drilling and operating contract... 
EP ue ORTON SECS ae 2 ee se ce 

Intangible development costs— 

Amortization of costs incurred prior to September 
NU SG): ce ce AS ae 
oso nimemmen durins Current year... ccs Se 
Leap biota ceo key Sorat ae Se al Pee em 
UE ec Ree Un ete eat Gl ato le (SANT, Goes eee eee - oe sSea nessa ke atte ce Sooeeasn denen sck 
TAGTSS (MNES HNEN Tal@ one Hie 5c) pe ee eee eee nee ene 
INCHES Sores nde OU ee A GS ene cle a 
IN OnPeIROES  COiy WETE: O) 1G) 01) O01 11 ee eee 
Amortization of organization and merger costs (Note 2)........ 


Nempront on loss® irom oOperations..............227 
Orer INCOME: 
Dividends received— 
Mission Corporation, subsidiary company not consolidated 
KETENGS (6) noe oa A 
Miide wW aueresseciated Oil Companiyecs....ceicc.ccccvecscteccco 
Interest on United States Government bonds, ete.................-... 
iNet pnoitor loss” on sale of plant assets.....-..<-.--<-.cec<<c--cseeeoees 


Net income before interest, net income of sub- 
sidiary company, aud Federal income tax........ 

INTEREST : 
On debentures and long-term notes payable, etc..............----+- 
Debenture discount and expense, and redemption premium... 


Net income before income of subsidiary company 

INCLU OCG T Al (COS COM 2o- ee sec cy acaeseccecssecnzsvenasa ne 

'wET [INCOME oF SussipIARY Company, Gerry Reatry Cor- 
PORATION, for the seven mionths ended December 31, 1946 
CENORS Wg 5 Seas se 
Net inricome before Federal income tax................ 
PROVISION GOR FRMERAT, INCOR UA cic ecceckccccescccee ccc eescctecct ceases 
Pater ie MON UNG, VCO Te cacc ee czecerecec-ccsessnn-eneansens 


* Denotes red figure. 


1944 


$3,637.276.69 
134,511.18 
69,291.12 
82,610.63 
$3,923,689.62 


$ 565,384.87 
25,279.96 


$ 588,664.83 
$3,000 02479 


$ 407,037.72 
227,974.18 


222, JUS. 92 
G7 Sav ue 

8,368.35 
240,000.00 


26,969.44 
1,113,142.95 
160,482.01 
238,988.79 
127,558.70 
69,943.87 
5,894.06 
14,636.91 
$3,031 ,240.02 
$ 303,784.77 


$ 802,260.00 
250,100.00 
10,543.23 

Jes yaSn Te asks 


$1,049,651.67 
$1,353,436.44 


$ 48,018.91 
So ala 


$ 107,994.03 


$1,245,442.41 


$1,245,442.41 
60,000.00 
$1,185.442.41 


$3,237,011.06 
125,165.87 
71,072.73 
69,881.19 


$5,003,130.85 


S 012,693.76 

17,427.62 
> SoU Zz) 38 
$2,973,009.47 


$ 444,947.70 
263,573.04 


207 co0: 12 
138,870.93 

YRS Oe) 
240,000.00 


18,747.81 
900,694.13 
225 Tas 
238,988.76 
149,857.03 

80,889.58 

Cas 

14,725.20 

$3,012,442.95 
S30 40040" 


$ 802,260.00 
250,100.00 
13,905.60 


$1,066,265.60 
$1,026,832.12 


$ 29,757.20 


§ 29-757 .20 


S 997,074.92 


$ 997,074.92 
40,000.00 


957,074.92 


The accompanying notes are an integral part of these statements of imcome. 


) 


a 


1946 


Soo 79.00 
146,631.00 
NeslGigeysie 57 
145,752.36 

Sel Woe i 


$ 708,828.31 

9,955.80 
= Jis7saii 
$4,320,978.67 


$ 593,414.24 
454,137.26 


370,284.76 
217,055.93 

12,600.00 
310,000.00 


38,224.82 
1,425,944.38 
193,641.74 
243,956.18 
252,200.55 
186,949.66 
RIS 
26,639.05 
$4,329,534.34 
Se Sas on. 


$ 930,621.60 
446,752.40 
T3,957.02 


$1,390,931.02 
$1 382,375.35 


$ 34,233.46 


$ 34,233.46 


$1,348,141.89 


266,746.39 
+o uReee ze 

65,000.00 
$1,549.888.28 


PACIFIC WESTERN OIL CORPORATION 


AND SUBSIDIARY COMPANY 
NOTES TO STATEMENTS OF CONSOLIDATED INCOME 


(1) Reference is made to Note (1) of the notes to the balance sheet regarding the merger agreement 
between Pacific Western Oil Corporation and George F. Getty, Inc. The accompanying statement of income 
includes the results of operation of the properties acquired from George F. Getty, Inc. for the period from 
June 1 to December 31, 1946. Among the properties acquired from George F. Getty, Inc. was the entire 
capital stock of Getty Realty Corporation. Major classifications of income and expenses of Getty Realty 
Corporation for the seven months ended December 31, 1946 are as follows: 


Uae ele m(nOONi a cillals, sOOcmamUmbeverage Sdlec scl.) meee ernie fc. 2-8 eee $2,299,226.14 
Operating expenses— 
Salamies amd Awaces 25. weeeemet eM. aee 2 ee eee ek % 663,137.08 
Costroimi ced anaubeyehatecwee ee cic: 0. ois eee Gee ees ec 2k 459 226.02 
Ee atte ee alam UTI RST tin ee meme ee ccc 0 eee tree tt 166,004.83 
Other operating expenses (including management and service con- 
ORGS gers Sh enn So. Ae Ne OSes) 
$1 600/02 4:32 
General expenses (including $3,994.92 provision for doubtful accounts) 236,723.42 
axesa(otinciatnamn ederalameotie tac)... -54...7----.29 eee ee e720 
IDE Preeiaiie mam inote 2) 5 meee. aa. 4 okt hte 78,635.49 — 2,032,002.38 
IN Ciao nimi WIPO Pel lO IS. ee oc 2/o os 0: chs onal Vane bce eee eee epee yee eas sea eee 2 207,223.76 
Ohler ex Per ccmn (nck) eeeecen ete 625 Fei. eee tre carl ee aaa ee eee ne A Toad 


Net income for the seven months ended December 31, 1946 (before deducting 
interest of $87,500 offset against interest income of the parent company and 
elouemicceeral 1COlmerta cOl 52 0,000) 22.05... sce) eee tre, gee 0 ee eee $ 266,746.39 


(2) Depreciation and depletion of producing oil properties are provided generaliy on a unit of production 
basis, except that some classes of equipment are depreciated on a straight-line basis over the estimated 
remaining useful lives varying from 4 to 16 years. Nonproducing oil lands and leases are not amortized or 
depleted until they become producing properties. However, the Company makes monthly provisions for a 
reserve for abandonments, cancellations and general contingencies relating to undeveloped oil lands, leases, etc. 
The provisions and charges to this reserve during the three years ended December 31, 1946 were as follows: 


Year Provisions Charges 
Ae ee rer fete ett, ee $240,000.00 $115,667.00 
I OM dat Peeeeeaereet se hee Oc eaten ee 240,000.00 224,392.55 


WSO) 4 5 RS cel eC REN a ERP 310,000.00 287 915.00 


Intangible development costs prior to September 1, 1936 are included in property subject to depletion, and the 
Company has made reserve provisions currently from income in amounts equivalent to the intangible develop- 
ment costs incurred since that date. Organization and merger costs are being amortized over the period 
to December 31, 1950. 


Beginning January 1, 1947, the Company will capitalize intangible development expenditures on productive 
wells, and such intangibles will be included in the costs of producing properties subject to depletion provisions. 


___ Depreciation of the hotel property of Getty Realty Corporation is provided on a straight-line basis using the 
following estimated lives: 


SE UT Cl Ui ee eee nce. ee 0 40 years from November 1, 1938 
Hest Gina pe ein RO VEMNeMbG = tists 22 22-0e.. 4 30 years 

PVT NOUIT eomenn ec CHU es eecutiChen ec) US () CTI be-... 2 nese ee 10 to 33% years 

Cate Piensa and Caulliem i oat... eee 10 to 50 years 


(3) The Company follows the practice of capitalizing major renewals and betterments and charging 
maintenance and repairs to expense as incurred. 


(4) It is the policy of the Company to credit the asset accounts at cost for major items of equipment 
and property retired, to charge the related reserves for the amount of the accumulated depreciation, depletion, 
or amortization applicable to the assets retired, sold or abandoned and to credit or charge the resulting gain 
or loss to the income account. No gain or loss is reflected in the income statement in the case of minor 
retirements. 


(5) Inventories of crude oil, stated at the lower of cost or market, and inventories of hotel food and 
beverages, at cost, used in determining cost of sales, were as follows: 


Hotel Food and 


Crude Oil Beverages 
UB Ceri iammtl mm Net ie ce eae. Seaddcvecshacseacecasveeceusseuac $22,140.59 i ees 
Iya lvrer® Gl NSE i a 24,438.61 0 eee 
Wogan Sic Sol WSU eae 2 28,095.66 eee 
May I le a acs duals detavewccanelcuuaiadeaeeites oust ee 119,092.74 
IBYxeeiaal ers Gils SEN Ce ene terete 56,253.34 153,990.27 


(6) The net income of Mission Corporation, consisting principally of dividends from Skelly Oil Company 
and Tide Water Associated Oil Company, as shown by its financial statements, and the portion related to the 
641,808 shares of commion stock of Mission Corporation owned by Pacific Western Oil Corporation, was as 
follows : 

Portion Relating 


Net Income to Interest of 
of Mission Pacific Western 
Year Corporation Oil Corporation 
es aa aN 00 tee Sete $2,180,000 $1,017,000 
Ne ey eee SS aoe vag deke Senn dozczucedvdeneens sub decs 2,365,000 1,104,000 
MSIE Ge ea ann So scence anee ea dntvnecvecense-cdetonbacce 2,381,000 1,112,000 


PACIFIC WESTERN OIL CORPORATION 


AND SUBSIDIARY COMPANY 


STATEMENTS OF CONSOLIDATED SURPLUS 
For the Three Years Ended December 31, 1946 


1944 


PARNER SURE EUS 


UE ANCE MODORGIN NING OF Y RAR a..04.00.c-c6css se 
AbD: 


INGO eomiemOnethic yeni... 1 5 eee ete eee 
Adjustments arising from merger of George F. Getty, Inc. 
into Pacific Western Oil Corporation as of May 31, 1946— 
Earned surplus of George F. Getty, Inc. as of May 31, 

te Oo et Poe eek On MEN re Tn cee eee ery Oe? Coot 
Earned surplus of subsidiary company, Getty Realty Cor- 
poration, at May 31, 1946, the date of merger of 
former parent of Getty Realty Corporation with Pacific 
NVeCsterme Ole Corporation i222 een 
Earned surplus of Pacific Western Oil Corporation 
applicable to 801,419 shares of Pacific Western Oil 
Corporation capital stock at the date of acquisition 

Oi. siciesuanes by George F. Getty, Ine... 
Reversal of excess provision for prior years’ Federal and 
ale IMG Olea x Corres oa 


Derpuct: 
Saat iclemel sipped eit ie 


Provision for prior years’ California franchise tax (including 
DCSE SS Ol, 02210 G6 eae ieee eee ee AL: 


DACA GE, (U0 NipmOMe NEAR ny 1 icon cn eady ded coeenccedsccs ccs 


$4,572,626.52 


$1,185,442.41 


$1,185,442.41 


$5,758,068.93 


$ 500,000.00 


$ 500,000.00 


$5,258,068.93 


CAPITAL SURPEUs 


DABANCES BEGINNING OF WEAR. cocccc.-ccccecoseeecccoesceeccsoccceccdeec ce 


App—Adjustments arising from merger of George F. Getty, Inc. 
into Pacific Western Oil Corporation as of May 31, 1946: 


Capital surplus of George F. Getty, Inc. at May 31, 1946........ 
Excess of par value of 801,419 shares of Pacific Western Oil 
Corporation capital stock surrendered by George F. Getty, 
Inc. over the cost of such shares to George F. Getty, Inc..... 
Earned surplus of Pacific Western Oil Corporation applicable 
to 801,419 shares of Pacific Western Oil Corporation capital 
stock at the date of acquisition of such shares by George F. 
SISTING, Slee Ae ee nine ie | 
Excess of cash received over the par value of .9 share of 
Pacitve \\ ester @il Corporation capital stock... 
Less—Excess of par value of 1,177,848.1 shares of Pacific 
Western Oil Corporation capital stock over the stated 
amount of 75,990.2 shares of George F. Getty, Inc. capital 
stock exchanged under the merger agreement 


PAU AN CE GiNbsOr (EAR 2) Sete. 2 ed eee fee en. 
* Denotes red figure. 


$3,416,500.00 


——Year Ended December 31 
1945 


$5,258,068.93 


> 957,074.92 


35,559.34 


$ 992,634.26 
$6,250,703.19 


$ 500,000.00 


$ 500,000.00 
$9,750:70319 


$3,416,500.00 


$3,416,500.00 


— 


1946 


2 5,700,/03,19 


$ 1,549,888.28 


4,856,539.20 


321,248.16 


1,972,600.00* 


$ 4,755,075.64 


$10,505,778.83 
$ 500,000.00 


__ 159,848.00 
$ 659,848.00 


$ 9,845,930.83 


$_3,416,500.00 
$ 2,414,072.83 


2,497 304.46 


1,972,600.00 
Z02Z5 


4,918,361.00* 


$ 1,965,636.54 


$ 5,382,136.54 


PACIFIC WESTERN OIL CORPORATION 
AND SUBSIDIARY COMPANY 


SUPPLEMENTARY INCOME ACCOUNT INFORMATION 
For the Three Years Ended December 31, 1946 


Taxes (other than income taxes) : 


Total 
Charged 
Directly 
to Profit 
and Loss 
YEAR EnpepD DeEcEMBER 3], 1944: 
UL MI SCEN TE SORE TI, SSID RUNES ce sg: Soe se eae ee eee en ee ee enn $ 238,988.79 
Provision for: 
VOI ONE OM SUN ONG~ ~accmdacd deen eet a eRe tC a Ove 22270592 
ER eel rr aE ne ce Fos OR a Pe Besse gatee ca saseenteenasucenevsceanea?eeioee 167,537.12 
Intangible development costs: 
JES) KB) SCjONTCS GTI Nea LR TIMES a MR erent ee eR Og er 2 ey ak ee ee ee neo 26,969.44 
ur cee mami mntetrT ete Ns: OSG: se. sec teseec Oe eas oe aye 2a. eesti ase 1413.142:95 
JSAP GUS, GUISE CC aa ae ee gree ee ey ete Ty earner fee een enn reer eee 160,482 01 
PiMOrizationeomaniling and operating CONtTACt 2.2.2 cece cecce cece. ce cececeeeeceitecee ese steers: 8.368.35 
Pi Giulia MMU UNI Z ATI GIt COSE Se. ai. u2 cee ae, Seas evcu ce ct secede ea cecae secede usoede oot cu centseceoeeeee 14,636.91 
SUD UNG HO NMED ONS se Ee a eRe oP eee eee 240,000.00 
Taxes (other than income taxes) : 
ven Wectatc a MelsOndlmnraperty and minnie Tielts ce ee $F 98,335.15 
NER Syau shall. CEI DIMUA SAUCES HL Selena Se eros aes re Ps en es en noe ea ee 2,500.00 
SHINE HIE) NSE cg cB ea em Pee 6,209.46 
Sy OCIS COU ATIC MOE NGK: LAN CS c25 010558 Fc co ct cens estan encaenndaectanieneeennagcsremebbenneeeres 20,516.09 
S 127,998.70 
Nilleneveyer Thine SPAN ess Sestatel ae ere alia Nel say fa oc eae eee eee iE fr ne oe $32,552.26 
Fes Ce AS eee MT Cleo mca ee Sa ae ae cs eas ages b kc daca cacdee dae vcusoncucvedeectuesceusctcvecese--ceeseus 69,943.87 
Royalties : 
COUN Qual GE nol ce aera Denne ve eter en ee 565,384.87 
HE Goreme TOMO MUM CLAN GCN ec 5 eee as Nae oS oo, Pa ane soe aehaeea ge een nncnves nen cee cencnsnewdsdesae ose! 5,894.06 
YEAR ENpED DeEcEMBER 31, 1945: 
CMG SHT a UEEERTNCte euna! <a 0 FN uae ee een eee $ 238,988.76 
Provision for: 
[DS RBSUME OH 20a cc eee ee eee een 25/ 30.12 
ee co hc aaa Be et aca den ssa neal dasa deve gee eae hee 138,870.93 
Intangible development costs: 
Ne tale CPOUC TINCT: Wi NGG aa cac ce ctece ccc cde oe ean see neces tene ene nned nutans dpe rea eemaeseeeoee 18,747.81 
Piecomomperomercmienicen Uj 125G 282s ee coed esata veces tv cnr e ee 900,694.13 
Dyes The ll ecient Dn em eermue repro ore 220 2a7 
Pei Arenal irgedngd Operating contract... 202s see cee Gece tee e teens 32,509.05 
Pan cystle ato MmGnemt recital act LT ON COSC. 25. 0 o2esleckcacesapscnscracsteonsaeecs saveexdeustesence-sccpecplyseeseeeses 14572520 
ENOPMRCIOVERTTEINES  anciccec cc Ae ce Oe ee tee BP a nen ene eno nene EEL ence eee 240,000.00 


tedlbectate spersatal property atid INTING TITS ines pect ccne ssn Seean neon ceanescenenctsceeetennces > TI eee 

Sere, ARERR IES = o> eR neterr mn gle Cee eR eR ee et scl Oe eee eta ee er 10,588.17 

SOGUEL SOS? Cha | CCT eyes a kame ee RE OE ee re ene Mens fa Uesy 80) 

$ 149,857.03 

iManaerumentuaid sservice Contract f€€S.............-.-.cnectee asa: ea eo ee a ee $ 40,670.55 

TRESS, (CURSE CE) ec dS ae gon en me eee 80,889.58 
Royalties : 

RO Pa eet mee ee eee eed seek hk et att a net nav gee baw og eda um cpebvbos saves Peeence es DI Z005 70 

ie one SCCMR Os MBC CCE( Vine 2 tere cepa ee sve ee. aaah ee care i Bea ntne ban nionteeneneeee 3,779.15 


PACIFIC WESTERN OIL CORPORATION 
AND SUBSIDIARY COMPANY 


SUPPLEMENTARY INCOME ACCOUNT INFORMATION 
For the Three Years Ended December 31, 1946 


Total 
Charged 
Directly 
to Profit 
Item and Loss 
YEAR ENDED DECEMBER 31, 1946: 
Company: 
seMinmeineinl Cees ariel lone GIT S Des cere, een oe eee Oo eee ee oy ee Pe ee $ 243,956.18 
Provision for: 
SAS Gieferah ee (0s) ee ceer ie Se aR Era NEM 2 LOU = OA de ee 370,284.76 
MBS GUN tg ace oe eee on ec re nny, ee ee le ee 217,055.98 
Intangible development costs: 
PIO Wem Ss epeermen la VO Gee. ees eee eee een ee eee 38,224.82 
IGG o Si 6/6 Rr gO CI VN YS A cr ale Ree pee reese nein oyy UAB 5's, |.5, 00 ee rete Dae oS 1,425 ,944.38 
| Dyess srelsIST ss ot cht aeecme eaten «Aan Re Meme Bee cee) 5 = 9 aa eo 193,641.74 
PGR AAU Mo rmotecill am aidnOMeratt ine COMA tcc eee eee te meetin eee, se cac.,.0e ce eres 12,600.00 
ZMOUIZA Ol OlsOle ani Zaloln 2nd eller @er cOSiG a= an meee ee 26,639.05 
acl Yas te (OVONG 01S) NY GSI) <1. ests aneaee see aap cerns aera EU eraerat ioaraay ee. .< e  r 310,000.00 
Taxes (other than income taxes) : 
icalecstdte. persOlalaproperty, aid Ming Ciolts 9 eset ee $ 18102107 
SHNIC Sabce Xe a hs claps ek a oa nee rae mai ORME: <2 OT oe Meera 7) 29,364.15 
moclal ceeimily and tother taxes. 2h 2g see a ee ee 42,578.31 
eh ae 15S). 5 4 
PEM em ence MeseEViGCROOIt TAC Tees: sym cers eamr mnie sent a mmernty eee g oN Uae $ 83,382.41 
TRS EEES 5 SS GUO i eee enn PIONS reese Meee ee oe ener ees 186,949.66 
Royalties: 
(CODE a Gli 207 nee ee OME Cae <8 ewe ee a tt evn ee ete es 708,828.31 
Comte MO Lee CML CI Vasco ce! oe ceal dae ee cleat cd cct se eee 3,722.79 
Subsidiary company: 
SNS Faia a een eT Ne Ope AA we [OE Le 5 an cag Sy dces ca vetoes oa ae ak fo eR eee ee $ 166,004.83 
Meprecitven depiction and amortization ol fixed assets: eee eee 78,635.49 
Taxes (other than income taxes) : fil 
PCa CS UU y reset oe oP 2 so a se a eee aces Be ee me ea ee Et $ 82,780.00 
SVEN ES C0 CULES Ct Ne PDE Casta eter oI Gorka edi nS S See le ak Rae 10,044.09 
Pein aor OWL TOSS: FECL PES: 5 sac 2 a eee ene ees 1,582.00 | 
SOCIEN Soe 0a 16 ec es aee e NRe s fe a) 21,314.06 | 


3 TS, /2085 


Management and service contract fees included in other general expenses: 


Urembaleanc’ Haniel Con ti1SS Ons... cesar eestor ee) eee eee $ 2563.0) 
Meader a Miata cient. fCC22.25 .. 5:22.25. 5c eee ee ee eee ee 1,190.00 


S 37 7a0l 


Note: The aggregate amount of rentals upon all real property now leased to the company, for terms expiring 
more than three years after December 31 of each of the three years is not significant. 
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EXHIBIT D-2 


FINANCIAL STATEMENTS 


OF 


GETTY REALTY CORPORATION 


(a wholly-owned subsidiary of George F. Getty, Inc. until May 31, 1946 
as of which date it became a wholly-owned subsidiary of 
Pacific Western Oil Corporation) 


ACCOUNTANTS’ CERTIFICATE 


We have examined the accounts and records of Getty Realty Corporation, owning and operating Hotel 
Pierre, New York, N. Y. for the years 1944 and 1945. In connection therewith we examined or tested the 
accounting records of the Corporation, and other supporting evidence, to the extent which we considered 
sufficient to satisfy ourselves as to the correctness of the accounts and the adequacy of the system of internal 
control, Our examination was made in accordance with generally accepted auditing standards and included 
all procedures which we considered necessary. 


In our opinion, the accompanying financial statements, together with the notes appended thereto (pages 
2 to 4, inclusive), fairly present the results of operations of the Corporation for the years 1944 and 1445, 
and conform to generally accepted accounting principles applied on a consistent basis maintained during the 
periods under review. 


Harris, Kerr, Forster & Company 


By JosrepH Bropner, C. P. A. 
Partner 


New York, N. Y. 
December 27, 1946 


(SEAL) 


GETTY REALTY CORPORATION 


(a wholly-owned subsidiary of George F. Getty, Ine., until May 31, 1946 as of which date it 


became a wholly-owned subsidiary of Paeific Western Oil Corporation) 


New York 


STATEMENT OF PROFIT AND LOSS AND EARNED SURPLUS 
For the Years 1944 and 1945 and the Five Months Ended May 31, 1946 


REVENUE: 
Peay oy aa tsped S00 FU Ee een ee Ne ee ean eee coe cathe 
WRoyordl anorel IBewarere [siete (GNCIS NW) cc cca necrererec sere cecceee cee eee 
dRelephonemoalesie ses Berea ese rcs 
Shore JR eitaval (erie S Si OS ce eceeecceteecemsoneetcg sieencoccnaseocnosnosoconsadoacoanerenntoemacaacte 


“Treptal PReViGTIU ere ees eee a en ene 


OPERATING EXPENSES: 
Salaries and Wages Except Advertising and Repair Wages............-2.0-+ 
Pyranaisiora store JDXeriovsielll ANGST IES cc seccecee cece orecncececocoeceecoocascteccecceoneocccnecoccusects 


Other Operating Expenses: 


Fermploveesty Neal Sa pecsee cto cts rae see oe ee ee ee eee 
@ostol Hoodeands Beverages e Sold mC Noten2) messes eee 
Heh ep hioives COS) ects rere eee areca see nc ee 
INST: Auisial, TANTS INOS eee cco ecco coccncencecnonocosenenccooatcpecmmeooninreroiCoRonSt 
Linen, Blankets, China, Glass and Silver (Note 3).......22.-:-:-:cceeeeeees 
NEST (Oy, e Simm ln Spi tee TY er bal 1 Gl S eee neem eae ea eee vn 
Minereuerrree— Ie ailaval (GSN Soccer cee oreeeeneecemte cece noccooncsone careccenobivemeccetnde 
Insurance—Uneinployment and Retirement. ....0......-..--:ccceceeeeeeeceeeeeees 
Accountants’ Fees Including Salary of Resident Auditor.........000....... 
Me aE pels Sees ere meen eee fats eye Runes ae ree neereres ata eee ee 
Engineering Services—Electricity; Steam, etc. ...........:cccccccccecsesseseseeeeoes 
Advertising and Business Promotion 
Repairs and Maintenance (Note 3) 
@pher Generale esopens CS)erer.. 0.6. naet ae eee eel ee ee 


Total Operating Expenses 
Gross OPERATING PROFIT 


OTHER INCOME: 
intenes trom ea lm Estat cu dlrasc le lt1n Gl Summaries eee een 
State Unemployment Insurance Credit 
Interest on Securities 
Miscellaneous 


ProFit BEFORE TAXES, INTEREST, DEFRECIATION, AMORTIZATION AND PRo- 
VISION FOR FEDERAL INCOME TAXES 


TAXES): 
Reais tabemmd lage Sorse urmentieeent tec oe con cae ee ns oh ee ee el) 
State Franchise Taxes 
Miscellaneous Taxes 


Prorit BrerorE INTEREST, DEPRECIATION, AMORTIZATION AND PROVISION FOR 
FEDERAL INCoME TAXES 


INTEREST ON Notes PAYABLE (Note 4): 
George F. Getty, Inc-—Parent Company 


Profit BEFoRE DEPRECIATION, AMORTIZATION AND PROVISION FoR FEDERAL 
ENT CQ INGE IS AUK: Sig esos Se ee nc eet ee ES oS oss cere 


DEPRECTA TION VAIN DieAUMIOR TIC ADILO Nem GIN|@ LCI) eee eae 
ProFit BEFORE PROVISION FOR FEDERAL INCOME TAXES 
PROVISION FOR FEDERAL INcoME Taxes (Note 5) 
INET RO RET ese rE nee RTP rece Sa) Ae es A ee 
EARNED SuRPLUS (oR Deficit*), BEGINNING OF PERIOD 
EaRNED SuRpLus, EnpD oF PERIOD 


The accompanying notes are an integral part of this statement. 
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$ 603,000.99 


$ 3,841.61 
1,270.85 
6,917.86 


$ 12,030.32 


9 01503131 


$ 139,760.00 
34,496.29 
5,146.92 


$ 179,403.21 


$ 435,628.10 
__ 83,010.00 


$ 352,618.10 
100,367.67 


$ 252,250.43 


35,661.73 


$ 216,588.70 


44,393.91* 


$ 172,194.79 


1944 1945 
$1,179,512.58  $1,286,248.68 
1,263,170.37 1,422'120.04 
80,080.06 80,086.47 
43'173.48 47,438.35 
$2,565,936.49 $2,835,893.54 
$ 654,055.89 $ 742,249.54 
4,048.94 6,393.86 
52,334.49 59,937.22 
425,497.42 465,444.52 
68,273.02 67,707.81 
142,160.91 152,466.35 
49,133.84 62,328.04 
15,700.00 22'188.01 
22'226.04 20,839.35 
34,781.83 36,999.52 
8,400.00 8,400.00 
3,428.67 5,419.06 
117,474.00 117,375.38 
33,883.22 31,535.53 
192'265.50 244,109.86 
139,271.73 150,027.15 
$1,962,935.50 $2,193,421.20 


$ 642,472.34 


8,924.20 
1,666.64 
7,707.70 
$ 18,298.54 


$ 660.770.88 


$ 137,520.00 
16,173.81 
4,641.15 

$ 158,334.96 


$ 502,435.92 


150,000.00 


352,435.92 
111,897.74 
240,538.18 
27,000.00 
213,036.18 
172,194.79 
S00, 3297 


Ree tA f fA 


$ 
$ 239,749.83 
$ 
$ 


Five months 
ended May 31, 
1946 


(not certified 
by public 
accountants) 


$ 576,335.89 
921,586.02 
38,454.41 
22:787.61 


D1, 509,2)o09 


$ 397,626.31 
2,821.52 


32,259.96 
284,156.37 
32,965.65 
67,351.05 
35,227.64 
11,228.50 
4,968.31 
20,934.62 
4,025.00 
2,492.45 
51,415.15 
26,432.55 
90,086.53 
77,349.15 
$1,141,340.38 
$ 417,873.55 


$5,726.59 


$ 423,600.14 


$ 56,400.00 
13,089.49 
632.47 


$ 70,121.96 


$ 353,478.18 


62,500.00 


290,978.18 
51,226.00 


63,000.00 
176,749.83 
385,732.97 


$_ 562,482.80 


GETTY REALTY CORPORATION 


(a wholly-owned subsidiary of George F. Getty, Inc., until May 31, 1946 as of which date it 
became a wholly-owned subsidiary of Pacific Western Oil Corporation) 


NOTES TO STATEMENT OF PROFIT AND LOSS AND EARNED SURPLUS 


(1) Foop anp BEVERAGE REVENUE: 


Total Cost of Food and Beverages Sold.................... Se ee ee 


1944 
I a eh tee a eS Screen sas cnnenctsedanwnsdinssscbaneissvevtsacae ce evies $ 748,462.12 
IBYMOTS SHOES. ceecscetietenecnect ee eee cee eee ee eer 489,671.36 
OthemcoodmandeBevende cmiveveniene ee. eetee eee 25,036.89 
‘TWowell loxeral euaval Xeneeyeae IREVENEL gees, aera $1,263,170.37 
(2) Cost or Foop AND BEVERAGES SOLD: 

Food: 
UiVentomyarls COinmin ca @ taele Ctl OG cree. es eee ee $ 16,733.97 
AddimitnchascsmeDuningaienlOd ec... 1c ae 246,733.30 
L(y tal reser NOR rs ae 2s cas eaceatdese yess oer $ 263,467.27 
WeduetawlnventonvyeEndwor Perody........c2 8,894.62 
Coste im OOdes ol dimen essen yee W225 lees seus aie: $ 254,572.65 
Beverages : ee 
Nnventonyarey eeininin mot erlOds. ce ese yess eee es $ 132,428.65 
AXalale JPiecomees IDkare Jeet seen ee ye eee gece 192,699.55 
WIR tail Muemmmenenenren eters eer ek Ook ees ee ke ere $ 325,128.20 
Deductemlniventomyaki mduotementOdee ste ee eee 154,203.43 


$ 170,924.77 
$ 425,497.42 


1945 
$ 825,556.06 
B09, 2aa.d0 
27,310.65 


$1,422,120.04 


$ «8,894.62 
263,449.23 


$ 272,343.85 
7,373.90 
$ 264,969.95 


$ 154,203.43 
145,034.51 


$ 299,237.94 
98,763.37 


$ 200,474.57 
$ 465,444.52 


Five Months 
Ended 
May 31, 1946 


$ 570,621.04 
320,699.83 
30,265.15 


$ 921,536.02 


$ 7,373.90 
179,002.71 


$ 186,376.61 
13,457.52 
$ 172,919.09 


$ 98,763.37 
118,109.13 


$ 216,872.50 
105,635.22 


$ 111,237.28 
$ 284,156.37 


Inventories are at average cost. 


(3) DeprecrATION, DEPLETION, OBSOLESCENCE AND AMORTIZATION :} 


Linen, china, glass and silverware replacements are charged to the operating expenses during the above periods in which 
they were purchased, except for large purchases which are spread over the balance of the fiscal year to operating 
expenses. No reserve has been sct up for breakage, depletion or obsolescence. 

Repairs and maintenance expenses are charged to operating expenses during the periods in which they were incurred. 
Renewals and betterments are capitalized. 


Depreciation and Amortization: 


Building and Improvements Depreciation. ..........cccssececesececececceesececesees $ 31,971.34 $ 31,971.34 $ 13,305.75 
Furniture, Fixtures and Equipment Depreciation...........000000.0::0ee 48,199.17 62,846.35 30,581.45 
Cafe Pierre Depreciation and Amortization... .:ecesceeceeeeeeees 4,361.16 4,167.34 2,248.80 
Cotillion Room Depreciation and Amortization.......0...0.0.:cccccceceeeeeeeee: 14,124.24 12,912.71 5,092.35 
Weimolleistorn IBagoresnee GW snoyna VEN O10) ob ney eee reese eee L/L ee = -70 sn eee 


Acie er: corationsand Asiortization.0.0.0. $ 100,367.67 $ 111,897.74 


Depreciation of fixed asscts—The following periods are used in calculating depreciation: Building, 40 years from Novein- 
ber 1, 1938; Building Improvements, new heating system, new grill, new 5th Avenue entrance, heating, air conditioning 
and electrical work, 30 years; Furniture, Fixtures and Equipment, various rates from 3% to 10%; Cafe Pierre and 
Cotillion Room, furniture, fixtures and equipment and structural changes, various rates from 2% to 10%; Amortization 
of Metropolitan Club Ventilation Expense, fully amortized by December 31, 1944. 

No adjustments made to accumulated reserves for depreciation for retirements or sales, the insignificant amount of sales 
at selling price being credited to the fixed asset account, since the original cost of the items sold were not segregated 
in the original purchase price from Gerry Estates, Inc. 

Additions to fixed assets which were subsequently fully depreciated have been charged against the accumulated reserves 
for depreciation with corresponding reductions in the fixed asset accounts. 


(4) Notes payable were non-interest bearing from April 1, 1941 to June 30, 1944 and bore interest at 6% per annum from 
July 1, 1944. 


(5) Provision for federal income taxes for 1944 and 1945 represents amounts paid to George F. Getty, Jie. as reimbursement 
for Getty Realty Corporation’s proportion of the Consolidated Federal Income Taxes, as computed by George F. Getty, 
Inc., in accordance with their advice to us of December 18, 1945. 


The provision for the five months of 1946 represents the allocation of the estimated combined tax on a consolidated Fedcral 
Income Tax Return basis in the ratio to the estimated tax if separate tax returns were to be filed. This estimate is in 
accordance with advice received by us from George I’. Getty, Inc. in a communication dated July 19, 19-6. 
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GETTY REALTY CORPORATION 


(a wholly-owned subsidiary of George F. Getty, Ine., until May 31, 1946 as of which date it 
became a wholly-owned subsidiary of Pacific Western Oil Corporation) 


SUPPLEMENTARY PROFIT AND LOSS INFORMATION 


Five 
Months 
Ended 
May 31, 
Item 1944 1945 1946 
(not certified 
by public 
accountants) 
PRIAINTENAN CE AND REPAIRS 2.....0..<scese--- $192,265.50 $244,109.86(A)  $90,086.53(B) 
. DEPRECIATION, DEPLETION AND AMORTIZATION 
OVE IER a ole WAST i Cea ae nee ee lee 100,367.67 111,897.74 51,228.35 
. Taxes OTHER THAN INCOME AND EXCESS 
Profits TAXEs: 
EYES ENS) = Saree be RP 139,760.00 137, 520/00 56,400.00 
Miew OG ea obabe a tameliise wee cece 34,496.29 (C) 16,173.81 13,089.49 
eed e rales @apicdis ot OChc seca te onc -aeeece tree 4,375.00 3,750.00) eee 
ity aGrnose. ReCelies ees eee eee na: 7/92 e215 632.47 
. MANAGEMENT AND SERVICE Contract FEES 
INCLUDED IN OTHER GENERAL IEXPENSES: 
Rooms, Banquet and Cafe Commissions...... 2,245.89 253549 1,887.87 
Panny eh and betmemty NM CG.20. oe 2,273.50 2,040.00 850.00 
PRG INE OIARNID SN OMEN TIES 00050 oy 252 bee ee es ccse, Seceeed None None None 


Notes: (A) Includes extraordinary repairs of $55,667.28 representing all of the replacement items in 


the refurbished Grill and 50% of the remodeled entrance cost to December 31, 1945. 


(B) Includes extraordinary repairs of $29,108.05 representing all of the replacement items in the 
refurbished Grill and 50% of the remodeled entrance costs from January 1 to May 31, 1946. 


(C) Includes 1943 and 1944 accrued franchise taxes deductible in 1944 for Federal income 
tax purposes. 


EXHIBIT D-3 


FINANCIAL STATEMENTS 


OF 


GEORGE F. GETTY, INC. 


(merged into Pacific Western Oil Corporation as of May 31, 1946) 


AUDITORS’ CERTIFICATE 


We have examined the statements of income and surplus of George F*. Getty, Inc. (a Delaware corpora- 
tion, hereinafter referred to as the Company) for the two years and five months ended May 31, 1946, have 
reviewed the system of internal control and the accounting procedures of the Company and, without making 
a detailed audit of the transactions, have examined or tested accounting records of the Company and other 
supporting evidence, by methods and to the extent we deemed appropriate. Our examination was made in 
accordance with generally accepted auditing standards applicable in the circumstances and included all 
procedures which we considered necessary. 


In our opinion, the accompanying statements of income and surplus and the schedule of supplementary 
income account information present fairly the results of operations of George F. Getty, Inc. for the two years 
and five months ended May 31, 1946, and are in conformity with generally accepted accounting principles 
consistently applied during the period under review. 


ARTHUR ANDERSEN & Co. 


Los Angeles, California, 
July 19, 1946, 


(Released October 13, 1947) 


GiiORGE F. GETTY, INC. 
(Merged into Pacific Western Oil Corporation as of May 31, 1946) 


STATEMENTS OF INCOME 


For the Two Years and Five Months Ended May 31, 1946 


Gross OPERATING INCOME: 
(CTS alk Ae ne Ser ee Pe i 
INauialmonsolmne aid diy eas Sales-c..2c.2c.1:....0--ceeseetesccee eee 
Rental of drilling equipment—Pacific Western Oil Corporation 
(COUT CUANE  on 2S Si noe Seer er ere ner Pie anton 


Less—-Oil and gas royalties and crude oil purchases................ 


OPERATING CHARGES: 
Operating expenses, exclusive of items listed below................ 
Scliie wand general and adminisitative expenses...-5. ne 
Reserve provisions (Note 1)— 
Pwprcciatiom anGdedepletiou 2... 5 
Pee URL res Cn eG: Breet amen tes meter sec: oie seme aera ereee 
Hsien eM webs Vel@mACWL MC OGLE 2.252225 Joes cisec.e eevee ess 
ID eileee pment en memses sae. es. Se ee 


Nek income (loss) iro operations... 
OTHER INCOME: 
Dividends froin— 
Pacific Western Oil Corporation, subsidiary company...... 
Wide: \ ater: \ssociated Oil Conipany......22........Agsee 
Interest from— 
Getty Realty Corporation, subsidiary company................-. 
Waeine \iestenm@l) GOrporation:....22 12/206 cece ee 
(OE eo ue NN ee Ce ee 
Pete mio Oliroalenoie plait a SSCUS 24 <2: c..ckeoes seceetancs-ssensaceeeeee 
AIS Sy OICTOVONS © set se eM See nnn 2 ee ete ever 


Net income before other charges and Federal income 
LEELA G tu ano ee ee CE Seto s eas nese vaee ee eee 

OTIER CHARGES: 
Interest on bank loans, prior years’ income taxes, etc............... 
ictal oscuen= sale oii ves! ments ey co... eeeees 
Hix peneesiouremial ould (monet) mene tee 


Net income before Federal income taxes...................- 


FreperaL INncomME Taxes (no provision required for excess profits 
71, Aa RN OE PRR Pe 250 ek eee ee 


* Denotes red figure. 


-——Year Ended December 31—-—\ 


1944 


$1,927,355.83 
63,506.13 
58,621.26 


58,736.99 


$2 108,220.21 
265,789.29 


$1,842,430.92 


9 558,089.41 
ENE EAS) 


529,246.74 
120,000.00 
678,337.44 

Slo 20 


$2,163,811.14 
S 321360 22" 


$ 388,009.50 
327,754.00 


83,010.00 


S$ 811,080.15 


$ 489,699.93 


ae ea nlielse) 


5,172.07 


$ 10,314.76 


$ 4/9385, 17 


5,000.00 


$ 474,385.17 


1945 


$1 716,592755 
64,078.75 
99,650.00 
Sb06S05 

$1,931,384.65 

242,077 25 
$1,688,406.70 


$ 623,207.32 
256,063.94 


441,401.93 
120,000.00 
589,733.09 
12695772 
$2,157,364.57 


$ 468,957.87* 


$ 400,709.50 
327,754.00 


150,000.00 


$ 881,711.63 


weal. 


$ 6,837.14 
26,125.72 
103.53 


3 25,086.39 
$ 372,067.37 


D207 0 
$ 374,338.61 


The accompanying notes are an integral part of these statements. 
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Five Months 
Ended 
May 31, 1946 


$ 648,967.81 
26,431.84 
5,400.00 
27,850.81 


$ 708,650.46 


90,772.05 
$ 617,878.41 


$ 238,895.95 
130,191.78 


158,546.28 
50,000.00 
204,411.16 
13,942.94 

S 7/95 28e 
> 17810970" 


$ 400,709.50 
131,101.60 


62,500.00 


$ 594,311.10 


$ 416,201.40 


$ 8,541.23 


$ 8,541.23 


$ 407,660.17 


12,000.00 
$ 395,660.17 


GEORGE F. GETTY, INC. 
(Merged into Pacific Western Oil Corporation as of May 31, 1946) 


NOTES TO STATEMENTS OF INCOME 


(1) Depreciation and depletion of producing properties are provided generally on a unit of production 
basis, except that some classes of equipment are depreciated on a straight-line basis over the estimated 
remaining useful lives, after giving effect to estimated salvage value. Nonproducing oil lands and leases 
are not amortized or depleted until they become producing properties. However, the Company has made 
provisions at the annual rate of $120,000 for a reserve for lease abandonment costs. Charges to this reserve 
amounted to $98,489, $96,780 and $62,646 in the respective periods 1944, 1945 and 1946. Intangible develop- 


ment costs have been charged to expense as incurred. 


(2) The Company follows the practice of capitalizing major renewals and betterments and charging 
maintenance and repairs to expense as incurred. 


(3) It is the policy of the Company to credit the asset accounts at cost for major items of equipment 
and property retired, to charge the related reserves for the amount of the accumulated depreciation or 
depletion applicable to the assets retired, sold or abandoned and to credit or charge the resulting gain or 
loss to the income account. No gain or loss is reflected in the income statement in the case of minor retirements. 


(4) Inventories of crude oil, stated at the lower of cost or market, were as follows: 
December 31— 


1h NE eae t ncn $17,193.57 
Od a rrr ne eee 17,953.33 
NM ac anco acc SA cae a 19,274.55 
Ray Si OS rrr acne nS 19,486.66 


GEORGE F. GETTY, INC. 
(Merged into Pacific Western Oil Corporation as of May 31, 1946) 


STATEMENTS OF SURPLUS 


For the Two Years and Five Months Ended May 31, 1946 


7--— Year Ended December 31——. 


1944 


CAPITAL SURPEUS 


Balance at beginning and end of period (No change 
GIL 2 NEV 22 OY tc cls anaemic cee ee eer eee 


$2,414,072.83 


EARNED SURBEUS 


alei@emate Westin nG® Period /scccsc..-cc0.n2scevscese-cecceesss 


Add— 


Net income 


Reversal of provision for prior years’ Federal 
income taxes upon final settlement in 1944.......... 


Deduct— 
Cash dividends paid—$4.00 per share 


Provision for prior years’ California franchise tax 
and accrued interest thereon 


Balance at end of period 


$4,029,772.82 


$ 474,385.17 


664,714.93 
$1,139 0010 


So, 08,602.72 


$ 306,684.00 


167,728.50 
$ 474,412.50 
$4,694,460.42 


1945 


$2,414,072.83 


$4,694 460.42 


$ 374,338.61 


$ 374,338.61 
$5,068,799.03 


$ 303,960.00 


$ 303,960.00 
$4,764,839.03 


Five Months 
Ended 
May 31, 1946 


$2,414,072.83 


$4,764,839.03 


$ 395;60017 


$ 395,660.17 


$5,160,499.20 


$ 303,960.00 


$ 303,960.00 
$4,856,539.20 


GEORGE F. GETTY, INC. 
(Merged into Pacific Western Oil Corporation as of May 31, 1946) 


SUPPLEMENTARY INCOME ACCOUNT INFORMATION 
For the Two Years and Five Months Ended May 31, 1946 


-——Charged Directly to Income Account, 
Five Months Charged 


-—-Year Ended December 31 Ended to Other 
Item 1944 1945 May 31, 1946 Accounts 
AVE MIA LED ICE AMGEN ote a2 6 2e esas qs Se taescsdesa-fesccsseisec-cassceiee $117,840.43 $131,324.80 $ 46,191.80 $ uu. 
Provision for— 
HDNSIB SOE AUK ONGY oo 5 eee 150936.28 187,510.30 O72, 193.4 Se ese 
JOLENE COW 2 Ss See ee 378,310.46 253,891.63 OG 42 CC ee 
Writametilevdevel@miaent COStS:..ccccc..-c.-. 2 .2-.edceenc 678,097.44 389,733.09 20441116 22228 
PMC AUS) UT aV EES) ce Re 120,000.00 120,000.00 SC OCOU0F ee 
Taxes (other than income taxes )— 
Real estate, personal property and mining rights.... $ 68,834.69 $ 75,463.98 $ 23,275.83 $ wo... 
Medea teilmang lide Stace TaN jo) <<. 2c neste eset acess Pe OUOOP lack.  “eaeeee eo 
Te ee ae ea eee odo casadce eescere ache ntes 2063.70 2,674.62 208246 (eee 
DO Cldlescenmiigmancmotlien TAXCS .<.. 0.0 fec accede Zoe 7 7 6,200.02 16,989,7 ee 
$ 75,831.16 $ 84,338.62 $ 42,948.00 $ uuu... 
Management and service contract fees..............c:cc00. 00000 Syoeo2.70. © 40,670.50 $ 2349166 “See 
Hvemice| GEC Ole) feet ...... eee ee 68,337.26 78,773.61 S01659 ~ 2a 
Royalties— 
OOM RIEVOL CIS aoe oe = See 265,789.29 242,977.95 9077205. 9 sas 
POE 51S TNC (Sa) Uhh paulo) a eer 966.04 TE AG & ‘cae |. See 


Note: The aggregate amount of rentals upon all real property now leased to the Company, for terms 
expiring more than three years after May 31, 1946, is not significant. 


EXHIBIT E-1 


FINANCIAL STATEMENTS 


OF 


MISSION CORPORATION 


AUDITORS’ CERTIFICATE 


We have examined the balance sheet of Mission Corporation (a Nevada corporation) as of December 
31, 1946 and the related statements oi income and earned surplus for the two years ended that date, have 
reviewed the system of internal control and the accounting procedures of the conipany and, without making 
a detailed audit of the transactions, have examined or tested accounting records of the company and other 
supporting evidence, by methods and to the extent we deemed appropriate. Our examination was made in 
accordance with gencrally accepted auditing standards applicable in the circumstances and included all pro- 
cedures which we considered necessary. 


In our opinion, the accompanying balance sheet and related statements of income and earned surplus and 
the sclieduie of supplementary income account information present fairly the position of Mission Corporation 
at December 31, 1946, and the results of its operations for the two years ended that date, and are in conformity 
with generally accepted accounting principles applied on a consistent basis during the period under review. 


ARTHUR ANDERSEN & Co. 


Los Angeles, California, 
March 10, 1947. 


(Released October 13, 1947.) 


OPINION OF INDEPENDENT PUBLIC ACCOUNTANTS 


To the stockholders and directors, 
Myisston CoRPORATION : 


We have examined the accompanying statements and schedules of Mission Corporation (a Nevada 
corporation) for the year ended December 31, 1944. Our examination was made in accordance with generally 
accepted auditing standards applicable in the circumstances and included such tests of the accounting records 
and other supporting evidence and such other procedures as we considered necessary. 


In our opinion, the annexed statements of income and earned surplus and notes thereto (pages 4 to 7) 
present fairly the results of operations of Mission Corporation for the year ended December 31, 1944 in con- 
formity with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


Price, WatTERHOUSE & Co. 


New York, N. Y. 
October 14, 1947 as of April 6, 1945. 


MISSION CORPORATION 


BALANCE SHEET—DECEMBER 31, 1946 


AS Sls 


CurRRENT ASSETS: 


CCRESTR “iit JOP NE Est nth 8 Hara) 9 Eh 0F2 11 Lc ERROR oan Eee aNoMO MMBC <2 Ge er tinee ey ty. eter a 
Winted States Government sectirities, at cOst....2.......0.-- 2s 


Accounts receivable from affiliated company, current (Skelly Oil 
ACID) OEY GINS) ca a aE eri: re eee Ware eee nny ak oy) ic ks ae 


Miccoumes receivable, imiscellaneOus.....-....2:<-eeee ee eee cs 
PG GUCU pel MC REST cROCCI Va DL sec secs sug ee2e occ anna on----s0nzce oe A 
inn ereG inva LOLI COrGl, ACCOS U.S e errs: te 


INVESTMENT IN COMMON STOCK OF TIDE WaTER ASSOCIATED OIL COMPANY: 


1,341,493 shares, including 878,123 shares carried at approximately $9.30 
per share as fixed by the Board of Directors on Jannary 23, 1935 
based upon the stated value of capital stock issued in exchange therefor, 
ame subsequent additions at cost (Note 2). 222 ee. 


INVESTMENT IN SUBSIDIARY COMPANY (Skelly Oil Company) : 


582,657 shares (out of 981,348.6 outstanding), including 557,557 shares 
carried at approximately $6.27 per share as fixed by the Board of 
Directors on January 23, 1935 based upon the stated value of capital 
stock issued in exchange therefor, and subsequent additions at cost 
HG ae ts 8, en Si dee 


MISCELLANEOUS ASSETS: 


Oil producing lease and equipment, at cost less $261,215.76 reserves for 

depletion, depreciation and intangible development expenditures............ 
Royalty interests, at cost less $15,329.83 reserve for depletion...................-.. 
Furniture and fixtures, at cost less $6,783.12 reserve for depreciation........ 


IDE Rien LUA ROE S oc Ohare es ieee kan ac cdecaere eh (eu sek ee 


CurRENT LIABILITIES: 
EX CSOUOIIS: (CB) CRN ae ee en cee, ps. Lae on Cee 
Bederalineeme tax withheld on dividends...........2..9.4.0-.4......0 
Provision for Federal income taxes 


CapiraAL STOCK AND EARNED SURPLUS: 


Capital Stock of $10 par value— 
Authorized—1,500,000 shares. 


Outstanding (including 5,400 shares held for retirement, deducted 
below )—1,379,545 shares 


Paried Surpliits, per accomuaiyine stateinent..eul ee eee 


Less—Cost of 5,400 shares of capital stock held for retirement 


$ 477,328.74 
700,000.00 


3,890.97 
585.07 
11,010.42 
422.24 


Some), OIL 
50,644.02 
70.40 


$ 1,298.03 
3,459.84 
166,250.00 


$13,795,450.00 
5,535,831.99 


$19,331,281.99 
64,292.50 


The accompanying notes are an integral part of this balance sheet. 


o 


$ 1,193,237.44 


13,858,819.45 


4,250,289.45 


1347313359 


1,337.43 
$19,437 ,997.36 


$ 171,007.87 


19,266,989.49 
$19,437 997.36 


MISSION CORPORATION 
NOTES TO BALANCE SHEET 


(1) At December 31, 1946, Mission Corporation owned 59.37 per cent of the outstanding common 
stock of Skelly Oil Company, the accounts of which are not consolidated with those of Mission Corporation. 
The equity attaching to the investment in Skelly Oil Company as at December 31, 1946, calculated on the 
amount of net assets shown in the published financial statements of that company at that date, was approximately 
$43,916,000 (see also Note 2). 


At December 31, 1946, Pacific Western Oil Corporation owned 641,808 shares (46.71 per cent) of the 
outstanding stock of Mission Corporation (1,374,145 shares, after deducting 5,400 shares held for retirement). 


(2) The last sales price for Tide Water Associated Oil Company common stock at December 31, 1946, 
on the New York Stock Exchange was $19.875 per share. 1,341,493 shares at $19.875 per share would 
amount to $26,662,173, but sucli amount 1s not represented to be the aggregate market value or realizable 
value of such shares. 


The last sale price for Skelly Oil Company common stock at December 31, 1946 on the New York Stock 
Exchange was $71.00 per share. 582,657 shares at $71.00 per share would amount to $41,368,647, but such 
amount is not represented to be the aggregate market value or realizable value of such shares. 


MISSION CORPORATION 


STATEMENTS OF INCOME 


For the Three Years Ended December 31, 1946 


INCOME: 
Dividends and interest— 
Dividends— 
MidesWWieter Associated @il Company. = 
Skelly Oil Company (a subsidiary company )............. 


HITE HES tI OIG, sce to ees 9 so 8 ce eee oe 


Total dividends and interest income...................- 


Oil operations— 
Palesouctide ol to Skelly Oi Company... 


Cost of sales— 
Provision for depletion and depreciation (Note 2).... 
Waeces. Olen tam Mecetall income 22... ee 
Malitenancerand repairs ( INOtER) james sees 
Wier costset tert) zee oe eee ee 


i Wo eile ote a oe CO eT ORE EE SO TNE 


Royalty interests— 
WiCGtnemmecelVed .20.. 5 Ue eee 


EXPENSES: 
Stock transfer and registration fees and expenses.................... 
Pinel wi Ockae Cuaticl Stati Olat yo ..022c.5-coces. see eee 
llaxCemollenmnemmereteral MiCQNIC:....c0 cc. .cc2s. cea eseseeoreceesce cee 
Office and administrative expenses (Note 1) 0. 
PINE ChOnS eieesm aCe x eMSCS: 21.2. .5.1.0c24.5deceiee oe yeich ee ee 
Megalmaiidl aeeomiieine SCT VICES eo. on oie ccc a ketesesczevceseicsacnsssocessiees 
Depreciation of furniture and fixtures.......... sree re ABC 


Wel pis Rs 2a a ED 


LENCE S anemone fe ott a) a pee aces ae 


* Denotes red figure. 


7 Year Ended December 31——______,, 


1944 
$1,278,643.00 
1,005,474.75 


$2,284,117.75 
3,785.00 


$2,;267,902.79 


pel 7 227.33 


fe 945,07 
1,344.65 
So 7.71 
6,950.44 


$ 30,638.67 


S$ 86,888.66 


$ 96.51 
$ 86,985.17 
$2,374,887.92 


$ 12,801.81 
11,372.28 
6,373.55 
10,498.50 
2,095.81 
Deans 
905.30 


$ 46,579.99 


$2,328,307.93 
147,507.46 


$2,180,800.47 


1945 
$1,316,753.00 
1,161,714.00 


$2,478,467.00 
5,130.00 


$2,483,597.00 
$ 119,502.00 


3 165899754 
1,457.41 
Pte 2i0) 
7000.90 


® 20.692 61 
3 92649732 


S F5o.00 
a7 10.72 


> Ae7o02 
$ 87,672.47 
$2,571,269.47 


so IRS S28 7s) 
10,143.02 
4,356.08 
12,443.22 
1,509.84 
4,177.51 

8.80 


$ 48,967.90 


2,022, 00a7 
197,075.20 


$2 ,309,220.5/ 


The accompanying notes are an integral part of these statements of income. 


1946 
$1,319,093.00 
1,165,314.00 


$2,484,407.00 
7,339.00 


$2,491,746.00 
$ 127,270.41 


$ 15,580.91 
1,985.13 
1,950.49 
8,822.11 

$ 28,338.64 


S  Qsoai7 


$ 1,385.59 

9,619.11 
$ 8,233.52 
$ 90,698.25 
$2,582,444.25 


$ 15,490.48 
12,332.69 
4,724.74 
13,165.85 


$ 49,726.65 


$2,532,717.60 
151,000.00 


$2,381,717.60 


MISSION CORPORATION 


NOTES TO STATEMENTS OF INCOME 


(1) The accompanying statements of income reflect the amount of dividends received from and the 
crude oil sold to Skelly Oil Company, which operates the producing oil lease owned by Mission Corporation. 
Minor amounts charged by Skelly Oil Company for services, supplies, etc., in operating the lease, are included 
in “Other costs” in the statements of income. 


Included in “Office and administrative expenses’ in the accompanying statements are charges made by 
Pacific Western Oil Corporation for office space, accounting and general administrative expenses in the 
following amounts: 


TOG eee odo I ee $ 4,200 
TESS Acie ee 5 2 4,200 
10) (no cna, oe es 10,800 


(2) Provisions for depletion of Mission Corporation’s oil lease and royalty interests and for depreciation 
of oil wells and field equipment are calculated on the “per barrel” basis. The “per barrel” rate is determined 
by dividing the net investments in the oil lease and royalty interests and in the oil wells and field equipment 
by the corporation’s interest (in barrels) in the estimated net recoverable oil. The rate so derived is 
multiplied by the corporation’s interest (in barrels) in crude oil produced to determine the provision for 
depletion and depreciation. 


Intangible development expenditures are fully reserved for by charges to the income account at the 
time such expenditures are made. 


When property is sold or otherwise retired from service the asset account is relieved of the cost of such 
property and the related reserve account is relieved of the depletion or depreciation that has been provided 
in respect of such property and the resulting loss or gain is charged or credited to the income account. There 
were no retirements during the three years ended December 31, 1946. 


(3) Expenditures for maintenance and repairs are charged directly to the income account as they are 
made. Expenditures for betterments and renewals are charged to the property accounts, which accounts are 
relieved of the cost of the property replaced. 


(4) The net income of Skelly Oil Company and Subsidiaries and the portion related to the 582,657 
shares of common stock of Skelly Oil Company owned by Mission Corporation was as follows: 


Net Income of Portion Relating 
Skelly Oil to Interest 
Company and of Mission 
Year Subsiidaries Corporation 
oe 2 SP No ec abcd onc S 7,223,000 $4,288,000 
Ss seg oe cae acd sae vacenste 8,531,000 5,065,000 


TECHNO) neti eta Se ee ee A 10,109,000 6,002,000 


MISSION CORPORATION 


EARNED SURPLUS STATEMENTS 
For the Three Years Ended December 31, 1946 


Year Ended December 31—--__-——_, 
1945 


1944 1946 
Balance, beginning of year.................. PRR = Oo ena $4,038,7 10.30 $4,500,579.52 $5,146,874.64 
UNI UIC MMO NOE GE YOR. .coe- <<: o.ctcdedas acguereregeetsnastecteuceexense zeal: 2,180,800.47 2309922657 2,50, 717.60 
$6,219,510.77 $6,865,805.89 $7 528,592.24 
[ESIC (UICC CE 6 71S 30.25 1716.951.25 1,992,760.25 
Palamee at Cid Of VeOar.,...-..-.:.-cc0+ec-cc-re- nk 5 ee $4,500,579.52 $5, 146,874.64 $5,535,831.99 


MISSION CORPORATION 


SUPPLEMENTARY PROFIT AND LOSS INFORMATION 
For the Three Years Ended December 31, 1946 


Item 


YEAR ENDED DECEMBER 31, 1944: 


INVED Yee ors hoVelesbeeW pil) ie) by) cee oe ae ee cer 


Depletion, depreciation, and amortization of fixed 
ISCE a tcp rere 20 ecu ee ae 


Taxes, other than Federal income taxes.................. 
Management and service contract fees (note)........ 
JES/E) Wy peel meme oo Ck se oc AG a er 


YEAR ENpeED DECEMBER 31, 1945: 


NVISUb ORES arch alelOl SAS OPIS c ee ee re tr 


Depletion, depreciation, and amortization of fixed 
ANSEL ISD sac 8 cts Sik oY Os pe 


Taxes, other than Federal income taxes— 


LSS) DLSNNCWe ESE A ee RS 
Ue SIUC NS: (ea ere 
emis dleie alll ieayoyuall Sve (el. Aes 
State imcome aid Irancliise taxes....................-. 
EIIE(G 2 | UT (ONC ys arp 


Rents 


YEAR EnpeEp DECEMBER 31, 1946: 


Maintenance and repairs 


Depletion, depreciation, and amortization of fixed 
assets 


Taxes, other than Federal income taxes— 
ESC) OSI? Gch Aan ce 
SUGEN| SOCiUNB IS 1 Gb see 
State income and franchise taxes 
Miscellaneous 


Management and service contract fees (note) 


Rents 


Note: Reference is made to Note 1 of notes to the statements of income. 


Charged Directly to Income 


(1) 
To Costs 
of Oi! 
Operations 


sleoc 7-7 


20,945.87 
1,344.65 


$ 1,159.90 


22 110.06 


= (2100) 
Hoe S 


$ 1,950.49 


253200102 


So ll72 5.50 
140.02 


————— Accounts———_— 


(2) 


Expenses 


905.30 
6,372.90 
4,200.00 


1,440.00 


ees oe 


$ 4,356.08 


$ 4,200.00 
1,440.00 


$ 230.58 
283.09 
4211.07 


$ 4,724.74 


$10,800.00 
322.00 


ei 30771 


Zire oly 
7,/ 1.20 
4,200.00 
1,440.00 


$ 1,159.90 


22,118.86 


& 1,422.53 
617.81 
2,812.50 
oe 
136.47 


$ 5,813.49 


$ 4,200.00 
1,440.00 


$ 1,950.49 


25,200.02 


$ 1,954.16 
423.11 
4,211.07 
121.53 


$ 6,709.87 


$10.800.00 
lies ea 


EXHIBIT E-2 


CONSOLIDATED FINANCIAL STATEMENTS 


Or 


SKELLY OIL COMPANY 
(a subsidiary of Mission Corporation) 


AND ITS SUBSIDIARIES 


AUDITORS’ CERTIFICATE 


We have exantined the consolidated balance sheet of Skelly Oil Company (a Delaware corporation) and 
Subsidiaries as of December 31, 1946, and the statements of cousolidated income and surplus for the three 
years then ended, have reviewed the systems of internal control and the accounting procedures of the companies 
and, without making a detailed audit of the transactions, have examined or tested accounting records of the 
companies and other supporting evidence, by methods and to the extent we deemed appropriate. Our exam- 
ination was made in accordance with generally accepted auditing standards applicable in the circumstances and 
included all procedures which we considered necessary. 


In our opinion, the accompanying consolidated balance sheet and related statemeits of consolidated mcome 
aud surplus present fairly the position of Skelly Oil Conipany and Subsidiaries at December 31, 1946, and the 
results of their operations for the three years then ended, and the supporting schedule of supplementary profit 
and loss information presents fairly the information required to be set forth therein, and all are in conformity 
with generally accepted accounting principles applied on a consistent basis during the period under review. 


ArtTHUR ANDERSEN & Co. 


Kansas City, Missouri, 


March 7, 1947. 


(Released October 16, 1947) 


SKELLY OIL COMPANY AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEET 
DECEMBER 31, 1946 


AS StS 


CuRRENT ASSETS: 
OSES) a eNO eth os aa eS eR 1 oe $ 4,187,560 


United States Government securities, at lower of cost or 
current realizable value: 


aieastiry totes, tax series, at COSt.....--.c--ccecceceeeec-cee ss $5,854,000 
Treasury notes and savings bonds, cost $150,000............ 147,350 6,001,350 
Receivables: 
N/M serati Neen tances: <n. see Se tee ee $ 120,806 
ZACIELON SUH) ebaens oo, eRe AO a O 6,092,414 
$6,213,220 
Less—Reserve for doubtful receivables...........0...c0c---0-- 84,141 6,129,079 


Inventories—Crude oil, refined products, and other mer- 
chandise priced at the lower of cost or market; materials 
and supplies priced at cost or less (Note 2): 


Wiudesolleanderenned products. 120... $5,002,192 
@iler mmenelAMESe ec ccce-.ccccdacecoceneccefeesideeSoceeccede cee peeks 765,922 
DOG eas Ul ie 1a ISS 9) 5) Let ee ee er eee 4,712,610 10,480,724 


INVESTMENTS AND LoNG-TERM RECEIVABLES: 


Capital stocks of sundry companies and other investments, at 
cost or lower ; quoted market prices not available (Note 4): 


Capital stock of Great Lakes Pipe Line Compauty, at cost 393.007 


Other, less reserve for losses, $99,019......0....2ceccesceseeseeeees 6.134 $ 399,831 
Note of Midland Securities Company, due October 18, 1947 (Note 3).......... 220,000 
Deferred notes and accounts receivable, less reserve for doubtful receiv- 

EDL es matsp] apne Mere eas yn ST Nic pee take a ee 28,408 


Property, PLANT, AND Equipment (Note 5): 


Produce and tadeveloped oil and fas properties....4.. 22 ee plios2a20) 
Ort le mo Mminiy colina. Sy StU) Sse. a as eye o,f 10576 
Reameties aud) mditiral pasolne platites 2 ois ee 23,734.117 
EOI ce tACINTES eens se, tis a es ee 15,759,606 

AB inet cliche Sete ee secs ss eee ee ee ad eet eek ee 3,601,390 
$160,560,920 

Less—Reserves for depletion and depreciation...............csscssssessseesseeeseeeeeeeeees 85,961,539 
Tyo) 2) goad OsSfoh OSH. Wa OA G4 0 Sis eae Cy a erase a RE PO ROR PERI: Same ape Pn or 1 ay aan eae eeeremees 


$ 260,798 713 


648,239 


74,599,381 
412.045 


$102,458,378 


The attached notes are an integral part of the foregoing balance sheet and must be read in connection therewith. 
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SKELLY OIL COMPANY AND SUBSIDIARIES 


CONSOLIDATED BALANCE SHEET 
DECEMBER 31, 1946 


Phe ier Bs 


CURRENT LIABILITIES: 
Accounts payable, including Federal and State excise taxes of $762,863........ 
Note payable (current maturity of 134% installment note) .......................-.-- 


Accrued expenses: 


SMe esc ers Le E0S Ss ha ee 
(STS ET eset FH yal jw YOY St ELE NZ (UI i er a ona 
Usateres teccrmedin stall tmetnteennenuten ee 0.0825 0c ce es ven eae ret Ra a eaeaeeeecetice 
AB) tae etree 5 81 SE SS ce eed cad ge RE ee ss 


eiovision for tamessamaicamicn (INGLE. 0). .cc20--o-ccec cceceseceee tats cekcecccuceceecen-eneteseene 


Funpep Dest: 
ee Jon GeDemuares een Vial gel 10D co. -cec.n<ac5oeodena,.e deen no tbe sc cdereeseuctanedeetecseerec 


134% installment note due 1947-1955 (less $400,000 maturity included in 
Eee es hee Mb tloy I SUES) oc cranes ee eee ee eee eet 


RESERVES : 
Reserve for pending litigation and other contingencies.............0.2:.::cseeee- 
Reserve for workmen’s compensation and public liability risks... 


CAPITAL STOCK AND SURPLUS: 
Common stock, $15.00 par value: 


Authorized 1,400,000 shares 
Outstanding (after deducting 27,200 shares held in treasury, at par) 
SEEM PS (Gs SSID ES ge RA ee E21 We 
Me apitalvcurpincemer accompanying Statement )).1..<c.....cc.cceces--c-c-esncssseocnconenese sees 
Earned surplus (Note 7) (per accompanying statement) -....0.......-eeeeeeeeees 


8 26,730 )550 
400,000 


284,094 
Z16,G19 

21,000 
o21,057 


2,032,024 


$ 10,000,000 


6,400,000 


S  1502,207 


388,186 


$ 14,720,229 
13.055,246 


46,195,158 


Selo 107322 


16,400,000 


1,980,423 


73,970,633 


$102,458,378 


The attached notes are an integral part of the foregoing balance sheet and must be read in connection therewith. 
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NOTES RELATING TO THE CONSOLIDATED BALANCE SHEET OF 
SKELLY OIL COMPANY AND SUBSIDIARIES 


As At December 31, 1946 


(1) Skelly Oil Company consolidates its accounts with those of all companies in which it owns more than 50% 


of the voting stock; companies consolidated in the accompanying balance sheet are Perry Petroleum 
Company and Skelco Products Company, wholly-owned subsidiaries. Intercompany items are elimi- 
nated in consolidation. 


(2) Inventories of crude oil are priced at the lower of average cost of production or quoted market price, 


(3) 


each determined for the state in which the oil is located; average cost of production is determined from 
costs incurred in a period sufficieutly long to account for the production of quantities equal to inven- 
tory quantities. Inventories of refined petroleum products are priced, by class of product, at the 
lower of average cost of production or quoted wholesale market price at the refinery, less an allowance 
for loading. In the case of refined products stored at locations other than the refinery, transportation 
cost has been added to the basic inventory price so determined. Average cost of production of refined 
petroleum products is also determined from costs incurred in a period sufficiently long to account for 
the production of quantities equal to inventory quantities and the costs are allocated as among products 
produced on the hasis of the related quoted market prices. Materials and supplies are stated, generally, 
at current cost as evidenced by catalog or list prices, less an allowance for condition. Miscellaneous 
merchandise inventories are priced at the lower of purchase cost or market. No intercompany profits 
are included in the inventories. 


The consolidated balance sheet of the company and its subsidiaries includes, under investments and long- 


term receivables, a note receivable from Midland Securities Company in the amount of $220,000. This 
note is endorsed by W. G. Skelly, president and a director of Skelly Oil Company, (who controls the 
capital stock of Midland Securities Company) and is collateralized by pledge of securities of another 
company. 


The amounts at which capital stocks of sundry companies and other investments are stated do not pur- 


port to represent their present-day realizable value. 


The amounts at which property, plant, and equipment are stated do not purport to represent their present- 


day replacement or realizable value. The company represents that it has recorded additions to property, 
plant, and equipment at cost, except that properties acquired by the company in liquidation of subsidi- 
aries are recorded in its accounts at amounts equal to those shown by the books of the subsidiaries. 
The net amount remaining in the accounts of the company with respect to such properties is not now 
determinable without unreasonable expense, but the company believes that such amount is relatively 
small, and that for all practical purposes the gross amounts of property, plant, and equipment are stated 
at cost. 


The companies’ policies relating to provisions for depletion, depreciation, and obsolescence of pliysical 


properties are outlined in Note 2 relating to the income account. 


(6) The company’s liability for Federal income taxes for the years from 1943 to 1946, both inclusive, has not 


yet been finally determined, but the company believes that the provision reflected in the foregoing 
balance sheet will be adequate to cover such lability, including interest thereon, when ultimately 
determined. 


(7) The trust agreement with respect to the 134% installment note provides, in part, that no dividends (other 


than a stock dividend) may be paid or any funded debt retired (other than the installment note) if 
after such payment or retirement (a) consolidated earned surplus would be less than $18,000,000 or 
the amount of funded debt, whichever is the lesser, or (b) consolidated net current assets would be less 
than $9,000,000 or 50% of funded debt. whichever is the lesser. Due to this provision, approximately 
$37,000,000 of earned surplus is unavailable for cash dividends at December 31, 1946. 


(8) The unpaid amount of premiums based on past services, payable by the company under its retirement 


annuity plan for employees, aggregate approximately $575,000 at December 31, 1946. Such premiums 
are payable at not less than $300,000 nor more than $600,000 per annum. The plan is cancellable by the 
company. 
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SKELLY OIL COMPANY AND SUBSIDIARIES 
CONSOLIDATED INCOME ACCOUNTS 
For the Three Years Ended December 31, 1946 


oa Year Ended December 31,——---_—_. 
19 1945 


1044 1946 
Bee PROEE RATING UNCON Eee eee oes oceec co ceecteseceececlentseitees $59,866,296 $61,413,788 $78,498,153 
OPERATING CHARGES: 
Cost of sales and services, excluding items shown separately 
IUGR RR OR cso een ee $31,449,561 $32,965,351 $43,527,083 
Selling, general and administrative expenseS..............c.ccccecssecenes 8,267,156 ey) yao) dla) 10,929,018 
Depletion, depreciation, exploratory costs, etc— 
Depletion and depreciation of oil and gas producing 
Pte PCIE OS oe eee aceon lates cece ace 3,995,656 4,474,172 D,021,175 
Depreciation and amortization of other property, plant, 
FUDyGl AGG PIDE PLIES SOLE ccc sel me 1,699,811 1,949,341 1,836,616 
Exploratory costs, delay rentals, and lease cancellations... 4,027,878 5,323,386 4,787,076 
Net loss on disposal of property, plant, and equipment............ 88,202 56,431 33,935 
Provision for doubtful receivables, less recoveries.......--..--..-.--- [a52* 31,276 i2.0e72 
Gey red) (yo sea sin ie lego ee ee $49,526,912 $53,929,097 $66,622,216 
Netromen sine mimetic eee vacc ens cedenseess $10,339,384 $ 7,484,691 1875, 987 
Non-OPERATING INCOME: 
Dividends received from Great Lakes Pipe Line Company...... $ 99,491 $ 90,712 $ 90,712 
Dividends received on sundry investments..........0.0.0.ccececeee 695 39 35 
[21 SEN CREMTOS Ey | HOLES: So er 167.118 CNA 282,094 
Interest on trade notes and accounts receivable, etc...............-- 80.485 15,68 Iles a2) 
diterest On) latecmeceivable front suubsidiaty........-.-.c-.<cc--.--c.0.. 88,505 — —--acdtecevee ee 
Parent company’s proportion of net profit of Spartan Aircraft 
OETIPEMUISD (ICUS: 1.) acl 204,128 | eee see. eee 
Gain on sale of capital stock of Spartan Aircraft Company 
(CIN GIRS SD) SS oe occult eee rr 622.570 Se 
Other (Note 9).... eee 19,397 252,020 60,115 
Total non- Peericne MT TEAC ec. eee ee fs $659,879 $ 1,279,233 $551,381 
Net income before income deductions, interest, etc..... “$10,999, 263 $ 8,763,924 $12,427,318 
INCOME DEDUCTIONS: 
1 SOU aMES eyo CAS 22g ee rc rr 6 -2035,151 $ 209,346 $ 281,423 
ne ee rr 88.743 76,678 Ae 
TG fea Tie ape CECE ONS occ ce ccce exc enescocdeeeav cxecececeessaneeae $ 291,894 $ 286,024 $325,215 
Net income before interest and other charges on 
funded debt, and provision for taxes on income...... $10,707,369 $ 8,477,900 $12,102,103 
INTEREST AND OTHER CHARGES ON FunbeED DEBT: 
Interest on debentures and long-term noteS...........--------c-seceeee=+ § 313,714 $ 381,986 $ 409,167 
Amortization of debt discount and expense on 3% debentures 30,7 121.2930 eee 
Redemption premium on 3% debentures..........-ccc-cecececcecene 0 ceseeteenees 150,000 Vee 
expense Oi tesnamee Ol 25496 GepentUTeS.<-cccccee cence enteee tte 71.3830) “See 
Premium on sale of 234% debentures (net of underwriter’s 
COUUDIGSHOW) couse Ee orc 250007 95 etree 
Provision for redemption premium on 234% debentures... 00000000 eeeeeceee 1,963 a7) 
Total interest and other charges on funded debt........ S$ 344,466 $701,626 S 413338 
Net income before provision for taxes on income...... $10,362,903 SAAT O27S $11,688,765 


PROVISION FOR TAXES ON INCOME: 


eel ec CONTRI Ce ooo. coco lees occc ca. vccuceccececcecscesccdecelecscucececeavenceesee $ 1,090,900 $ 240,000 $ 1,500,000 
ial! 1S (GSE) “phtovth es 6p eee 1,987.900 3 COO p= ees 
SEMIS. UTS OTS SS eee _____ 61.200 ____ 30,000 ___ 80,000 
Total provision for taxes on income............ -..-..-...-- S$ 3,140,000, $ 345,000 $ 1,580.000 
i Vere iic@nieMberone Special Credit... ccc. .c-scseccee-eceeestene OF7 2o2,009 2 /stol27 2 $10,108,765 


SPECIAL Crepit, representing refundable Federal taxes on income 
of a prior year, resulting from carry-back of unused excess 
PROMMREGUP a CR@CbeOL CUMPCIIE YAN cc...0cccco.nccceccevesciesseccaceeenenesseceasoee 


EMER INCOME. ~.2..-0-2.2-..- once: 2 RO ee 
* Denotes red figure. 


$10,108,765 


The attached notes are an integral part of the foregoing income account and must be read in connection therewith. 
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NOTES RELATING TO THE CONSOLIDATED INCOME ACCOUNTS OF 
SKELLY OIL COMPANY AND SUBSIDIARIES 
For the Three Years Ended December 31, 1946 


(i) All intercompany transactions with Perry Petroleum Company and Skelco Products Company, wholly- 
owned subsidiaries, are eliminated in consolidation, except in 1944 in which year such transactions with 
Perry Petroleum Company were insignificant in amount and are not eliminated in consolidation. The 
capital stock of Perry Petroleum Company was acquired by the parent company in June, 1944, 


Because of the differences in the nature of its business the accounts of Spartan Aircraft Company are not 
included in the consolidated income account for 1944 except as to the parent company’s proportion of 
net profit. The Company sold its entire investment in capital stock of Spartan Aircraft Company on 
October 24, 1945 (see Note 8 to income accounts). The income account of Spartan Aircraft Company 
for the period of January 1, 1945 to the date of sale has not been included in the consolidated income 
account for 1945. 


(Z) It is the company’s policy not to provide for amortization of oil and gas properties until production begins. 
The company computes depletion and depreciation of oil and gas producing properties on the unit rate 
of production basis applied to individual leases, estimating its proportions of recoverable oil and gas 
reserves annually for this purpose. 


Depreciation of property, plant, and equipment, other than oil and gas producing properties, has been 
computed by the company on each class of depreciable property at rates considered adequate to recover 
the cost of the property, less estimated salvage, on a prorata basis over the economic or physical life 
thereof, whichever shorter. The rates for the various classes of property were determined from a study 
of the expired and remaining lives of the properties by engineers of the company. 


(3) With respect to property retired or otherwise disposed of, it is the general policy of the company to charge 
to the related depreciation or depletion reserve the excess of cost of the depreciable property retired over 
the proceeds realized from disposal, and profits or losses on disposal are not recognized. In the case of 
retirement of property with respect to which no depletion or depreciation reserves have been provided, 
it is the policy of the company to charge or credit the income account with the difference between cost 
and proceeds. 


(4) Itis the company’s policy to charge the costs of maintenance and repairs to the income account as incurred. 
The costs of renewals and betterments constituting improvements to the physical properties are capitalized 
as incurred and the costs of replaced units are retired from property, plant, and equipment on the basis 
outlined in the preceding paragraph. 


(5) No provision has been made in the income account for royalties, if any, which may be payable under patents 
now in process of litigation. While the outcome of this litigation cannot be definitely predicted, the 
management believes that no royalties will ultimately have to be paid under these patents. 


(6) Inventories affecting the foregoing income accounts are shown in the following tabulation: 


Including Excluding 

Spartan Spartan 

Aircraft Aircraft 

1943 Company Company 1055) 1946 

Cr ucletagleenee ese ee $ 857,394 $ 837,819 $ 837,819 $1,171,435 $ 1.272.867 
ehined@ervoducts -..2.... 22. Sp oop |e: 3,057,369 3,057 389 3.200,007 729,323 
Materials and supplies... 3304183 4,711,265 3,341,185 3,473,248 4712,610 
Miscellaneous merchandise ...... 548.922 514,167 514,167 401,545 765,922 
Contract work in process............ 985,609 LOZ 7200 ied (See 


$9,027,237 $10,763,360 $7.750.560 $8,299,835 $10,480,724 


(*) The inventories of Spartan Aircraft Company at December 31, 1944 do not affect the foregoing 
income account for 1945 as the income of Spartan Aircraft Company trom January 1, 1945 
to October 24, 1945 (the date of sale of the parent company’s interest) is not included in 
the consolidated income account. 


The bases on which inventories are priced are described in Note 2 to the accompanying balance sheet. 
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NOTES RELATING TO THE CONSOLIDATED INCOME ACCOUNTS OF 
SKELLY OIL COMPANY AND SUBSIDIARIES 


For the Three Years Ended December 31, 1946 (Continued) 


(7) Final settlement was made during 1946 of the liabilities of Skelly Oil Company and Perry Petroleum 
Company (a consolidated subsidiary) under the Federal statute authorizing renegotiation of war con- 
tracts. An aggregate refund, net of the related reduction in Federal taxes upon income, of $10,713 was 
paid to Reconstruction Finance Corporation upon 1944 earnings and it was determined that no excessive 
profits were realized in 1945. 


(8) On October 24, 1945 Skelly Oil Company sold its entire investment in the capital stock of Spartan Aircraft 
Company, a subsidiary consolidated in financial statements of prior years. The gain on the sale has been 
determined as follows: 


Equity of Skelly Oil Company in net assets of Spartan Aircraft Company at December 


31) 1944=—= 
Co Simimeiiay ec itemtminicapital’ StOCK: x. 222c5scckcsccepccs: eee oe oo eases bese d tense cath dele sdeeccsedOfaee $2,129,646 
Less—Reserve for losses on investment. _....-.-c-2-2-.0--cevnsoe--eeventantouesqusausessnsssessnsaeseceess 622,870 
$1,506,776 
Cost ofvadditiemal Shares ot capital stock acquired in 1945.22. 2icen ce eececeeeceeceteeeeee eee 1,500 
$1,508,276 
TESS SSID rari eu Sees eee lie HO ec 689,600 
$ 818,676 
IRGRGBNOAS Ol) SOUS ae a ae ee eR ee ee eee nen ne tne 1,441,546 
smn OND) GRU en Sy es o0 se eee ee $ 622,870 


The equity of Skelly Oil Company in the net assets of Spartan Aircraft Company at the date of sale as 
indicated by an unaudited balance sheet of the former subsidiary at October 31, 1945, approximated 


$1,370,000. 
(9) Other non-operating income consists of the following: Lom 1945 1946 
Recovery of excess tank car mileage applicable to the years 
RSE) @icGl 1 0E.5.,. A Sa ee aN Meee rey ore eee teete eer ieee $115,846 oc 
Recovery of social security taxes paid in 1945 and prior years su... 81,709 7,428 


Adjustment required to place book valuation of oil and gas 
properties on basis determined by the Bureau of Internal 


ieventiemomconiputine depletion for tex purposes. neeseeee 0 seeases 10,404 
Unclaimed and unpresented checks, outstanding for several 

Gye eMC LE AME Ch POM MICO Csecccccecccecccceaslescccccccswacpecdstievevesendetecdeedevsus 000 wtvanues = nnn 14,505 
Payment received from Mr. W. G. Skelly, President, in com- 

pliance with Sec. 16 (b) of Securities Exchange Act of 1934 00 ues 12,249 
I CeGcvel LAV RUES. Up RGIS Sy mR te ee eee oe ala 19,397 34,965 15,529 


$19,397 $232,520 $60,115 
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SKELLY OIL COMPANY AND SUBSIDIARIES 
SURPLUS ACCOUNTS 


For the Three Years Ended December 31, 1946 


1944 1945, 1946 
CAPITAL SURPLUS: 


Balance at beginning and close of year...................c0e- $13,055,246 $13,055,246 $13,055,246 


No changes occurred in the capital surplus account of the company and subsidiaries con- 
solidated during the three years ended December 31, 1946. 


EARNED SURPLUS: 


Elance at NesInming Ol yeaue see... ee $26,098,953 $31,480,513 $38,049,090 
Add—Net income for the year... cccsceccesccsesseeeeeseeee 7 222,903 8,531,274 10,108,765 

BG CAG 70 oot memes he re $33,321,856 $40,011,787 $48,157,855 
Deduct— 


Cash dividends on common stock— 


$1.75 per share in 1944, $2.00 per share in 1945, 
andee2- OO per share in 1946.2: ese $ 1,717,360 $ 1,962,697 $ 1,962,697 


Write-off of excess of cost of Perry Petroleum Com- 
pany capital stock over net underlying book value 


evan ate OhencaisitiGN: a... 28 eee VeS9GS dead ee 
aicitels, Toren: es: 2G, ee $ 1,841,343 $ 1,962,697 $ 1,962,697 
Balance at close of year (see Note 7 to balance sheet )...... $31,480,513 $38,049,090 $46,195,158 


YEAR 
1. 
2 


can 


. Maintenance and repairs (Note 1) 


SKELLY OIL COMPANY AND SUBSIDIARIES 


SUPPLEMENTARY PROFIT AND LOSS INFORMATION 


For the Three Years Ended December 31, 1946 


Enpep Decemeer 31, 1944: 
Maintenance and repairs (Note 1) 


Depreciation, depletion, and amortization of fixed and intangible assets 
(or charges in lieu thereof): 
Lease cancellations and write-offs of undeveloped oil and gas 
[BMGL OK teh skola ee ae a lil 
Depletion and depreciation of oil and gas producing properties 
Depreciation and amortization of other property, plant, and 
equipment 


Taxes, other than income and excess profits taxes (Note 2): 
Breall estate Anis eCsoM Mmm Oi 109 2: ce ce yrcccan-cnscisecnafestr ios ecsadrtorees Gecaeats 
SOciale Sect] by meee eee ere oo oe ah ee 


Oar dire asap LOC UGt CT eee anne |, ene nes 
Other 


ae Vianarement sandmesenvicemcontia ta tcesusercssssecscee sc. ceerte suena eer 


Rents and royalties: 


IVETIES me OLN OLORRS)) meee metre remnenete RSTRNT ooo 5.2002 is eee eae 
oyalttesma (NOtemA) meres) eemeerene 8, ee 


Ennen Decemper 31, 1945: 


Depreciation, depletion, and amortization of fixed and intangible assets 
(or charges in lieu thereof) : 
Lease cancellations and write-offs of undeveloped oil and gas 
EGO DC tet 1 CS ae eee ee NE oozes ener gd heceeaceteeeieesacies ceeiere8 
Depletion and depreciation of oil and gas producing properties 
Depreciation of other property, plant, and equipment 


Taxes, other than income and excess profits taxes (Note 2): 
Reel GAGS ainval Gprererepayell| fairey es yee eee cee eee 
RS tS A mm ON) ence ce cec enc ener ice accczeusinsvndeetstosecessesecetzenie 
Omer cl ana Sap hoc cti wlitee ene s ce ee eee tee aes ea ceveretcse 
Other 


Management andmesenvicescontract £G@Si...:cccccrcccccccccccsaeccecse-eerececerceeeeeeereeeonsee 


. Rents and royalties: 


Deer ekatesy CINCY SED) 
Royalties (Note 4) 


Yzar Enpep DECEMBER 31, 1946: 


1. 
2, 


4. 
5, 


Maintenance and repairs (Note 1) 


Depreciation, depletion, and amortization of fixed and intangible assets 
(or charges in lieu thereof): 


Lease cancellations and write-offs of undeveloped oil and gas 


PS IgG fC ptt (2 S mee ee ene mene ee cee tsSoeet ss 2cescc cet? 
Depletion and depreciation of oi! and gas producing properties 
Depreciation of other property, plant, and equipment..........0....--- 

Taxes, other than income taxes (Note 2): 
eames tatcupati umm er SOMA le ROPCILy.<srceececreeenesestestere cece co soc<--ccerecs-eeverace 
SS OG ell RS GEL al 1s) ae ee eerie oe eee eee 
Olena sm LOCUCti One eee eeeereese 
CONE ese ca sence ote pe re eo eo 
Mianagemient and Service CONtract f£CCS.....c-cccccececcceccccceccececccecroeecceeseesseseee-o- 
Rents and royalties: 
Reems (CINE Sy Vescpsnessccesnenssenscenee a oe oe eee nea eee eee 
TRenyadlthes (CANIS CDV cerca So 


* Denotes red figure. 


Charged Directly to 
-—— Profit and Loss——_, 


To Costs or 
Operating 
Expenses 


$1,229,998 


1,179,195 
3,995,656 


1,699,811 


1,162,751 


18,775 


$1,535,166 


1,196,992 
4.474.172 
1,949,341 


533,829 
180,065 
514,645 
201,646 


1,425,392 
15:623 


$1,518,325 


6,684 


972 


Charged to 
Other Accounts——, 


Other Account Amount Total 


$735,084 $1,965,082 


1,179,195 
3,995,656 


2,521,149 


444,413 
417,510 
502.063 
313.198 


Property 


1,359,468 
19,747 


196,717 


$1,535,166 


1,196,992 
4,474,172 
1,949,341 


553,829 


$1,518,325 


1,091,294 
Sols 
1,836,616 


634,389 
193,451 
705,018 
148,631 


1,554,203 
sie 6,684 


Notes applicable to this schedule are presented on the following page. 
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SKELLY OIL COMPANY AND SUBSIDIARIES 
NOTES TO SUPPLEMENTARY PROFIT AND LOSS INFORMATION 


For the Three Years Ended December 31, 1946 


(1) Amounts reported as maintenance and repairs in the foregoing schedule include all charges so classified 
under the company’s regular system of accounting which provides for the segregation as maintenance 
and repairs of all items reasonably and practicably ascertainable as such. Employees regularly engaged 
in the operation of producing leases or in the performance of other operating functions occasionally work 
on incidental maintenance assignments. In these cases, because of the impracticability of making exact 
allocations, labor and material costs properly chargeable to maintenance are classified in the company’s 
accounts as operating expenses. In the company’s opinion, the segregation of such maintenance charges 
would not be significant, is not necessary to the proper control of operations, and would be unreasonably 
costly. 


(2) State gasoline, Federal gasoline, and lubricating oil taxes collected from customers are not reflected in the 
gross operating income or in the expenses. Such taxes collected from customers of Skelly Oil Company 
and Subsidiaries aggregated $7,216,048 in 1944, $8,064,076 in 1945, and $10,230,510 in 1946. 


(3) The company has represented that at December 31, 1946 it had 103 leases on real property for terms 
expiring after December 31, 1949 under which the aggregate annual rentals amount to approximately 
$86,000. Leases on oil and gas properties are not included, as such leases generally may be permitted 
to lapse without liability. 


(4) No amounts are shown in the foregoing schedule for oil and gas royalties paid. Such royalties payable in 
kind are not reflected in the company’s accounts and those payable in cash are accounted for as purchases. 


(5) In 1945 the company obtained a ruling from the Commissioner of Internal Revenue under which the 
company’s tank station agents are exempted for purposes of computing Federal unemployment taxes. 
In accordance with this ruling, the company filed claims for refund of social security taxes paid on 
remuneration to tank station agents in 1945 and prior years, the aggregate net amount of which was 
included in the income accounts under non-operating income. 
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EXHIBIT F 


SUNRAY OIL CORPORATION 


PRO FORMA FINANCIAL STATEMENTS 


SUNRAY OIL CORPORATION AND WHOLLY OWNED SUBSIDIARY 


PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET, DECEMBER 31, 1946 


(not examined by independent public accountants) 


Giving effect as at that date to the following proposed transactions: 


(a) Merger of Pacific and Mission into Sunray pursuant to Agreement of Merger dated 
October 18, 1947 as a result of which it is assumed that each share of 44% 
cumniative preferred stock, Series A, of Sunray will be converted into one share 
of cumulative prior preferred stock. 444% series of 1947, and each share of capital 
stock of Mission (except any shares in treasury or owned by any other constituent 
corporation) will be converted into six shares of common stock of Sunray; 


(b) The consummation of agreement dated Octoher 4, 1947 among the Trustees, Getty and 
Sunray, as amended, and the invitation by Sunray of tenders of capital stock of 
Pacific, as a result of which it is assumed that all of the outstanding shares of 
capital stock of Pacific will be purchased by Snnray for $68 per share cash, and 
the cancellation pursuant to the Agreement of Merger of such shares and of shares 
held in the treasury of Pacific; 


(c) Issuance by Sunray for cash to an underwriting group consisting of Eastman, Dillon 
& Co. and others of $39,000,000 of twenty year 3% debentures and 250,000 shares 
of eumulative second preferred stock, 444% series of 19147, and to one or more 
banks of $15.000,000 of a 1%9% promissory note, at the principal amount of such 
debentures and note and the par value of such stock; 


ASSETS 
CuRRENT ASSETS: 
Gastron land andidemand deposits in banks...................... eee ee ee $ 9,743,675 
iiiedestaressGovernment GUN eAtOMS. .....-...s5c-- ee 3,673,813 
Prccmuncsmereivaie, less Teserves...)e.2isi. ccc ccess oko ee 3,301,981 
Ulhigey cei Neh Gare oe ene sorte sc Aa, 7h emacs ot. ie Ue, eee ee ec alee ee 2,154,239 
On See UR mii: ASSETS so-so oe a. Jc once ee $ 18,873,708 
SUD SIO UES IGES ION 1a ey ae ie ee ere ee. ec 64,146,899 
(OUNENOS ARSON 1 a a ran eee eRe NS |” ed) ee 275,345 
INGRESTAND ACCOUNTS ECEIVABLE, [LMPLOYERS. ......c:..eee cee ce 20,178 
DEFERRED CHARGES: 
LDV) Bch dV else Gabe ct) 0.2 105 ee eae Sen 2 eee e rn $ 442,549 
Finaneinge, ereaiization and merger expenses....22... fa G27 1,180,176 
PROPERUY OA Nie INDI LOU PNUE NT 22c¢, 225: -ca00sc+ea0sopeuecaetcscaveo-ctoe eee ee $187 ,327,288 
ess beservesaon cepreciation and depletion:...........20--- ae 69,541,626 117,785,662 
$202,281 ,968 


Notes: 


This balance sheet has been prepared from the accompanying balance sheets of Sunray, Pacific and 
Misston and should be read in conjunction with such balance sheets including the notes thereto. Pro- 
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SUNRAY OIL CORPORATION AND WHOLLY OWNED SUBSIDIARY 


PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET, DECEMBER 31, 1946 


(not examined by independent public accountants) 


(d) Retirement at 10334% of the $20,000,000 principal amount of twenty year 27%% deben- 
tures and at principal amount the $10,000,000 1%,% promissory note of Sunray; 


(e) Sale by Sunray for $25 per share cash of 1,919,347 shares of common stock of Tide 
Water acquired from Pacific and Mission, and provision for income taxes on such 


sale; and 


(f{) Certain other minor transactions. 


ele ibe ik i ees 


CURRENT LIABILITIES: 


IM OIESSORRVENON es 40) 1CENTS <0 a 2s oP ie oe ele ee ee Sn PT 
[DN PAICOU SSE FSi Be INES 3a 5 ac eT 
PPMCREOTUD OG, (OEY END IIE! ooo 8 nace oan ea ed 
PVeCTUCU AMNITesmImMG mime MmCONIe tax@S..... 2c... .<.cccec-.-cenceesseeee en 
SO) a se Ess css oe usec en an addline oe ge 


FuNDED DEsT: 


Le [EOI C IR” SCS 2 ee ee ene 
TESTES? SS LSRHE 17/5 COLE! S) 1 0c eee ee ee 
MER OVISION FORM WabITioOnAty [LNCOME [AX ES. cc...ccc00cccacoscetesensecees aeceescancuasacoces 


CAP Y A 
GATITAL STock- 


Cumulative prior preferred, par value $100 per share, authorized 
500,000 shares, issuable in series: 
414% series of 1947, authorized 403,500 shares, outstanding 
ee Oma MNCS) 25. lea. 2 cheat caes aero = aot ee Oe ae 
Cumulative second preferred, par value $100 per share, authorized 
300,000 shares, issuable in series: 
442% series of 1947, authorized and outstanding 250,000 
SURES cae ee Oe Ree) ce eri Ieee eee 
Common, par value $1 per share, authorized 15,000,000 shares, 
Gitiecremend tiem Wes, 205 SHALES. 2. 5: cco ae ecto Sate eceeei gan canvovcaneansie 


SURPLUS: 


(CAND aa.2tor ee eR eco... ye ne ne 
LOANTOKEd ty ey eee BE O08 ct ee Ae ens ONE IR 6 2 I) ere 


$14,000,000 
39,000,000 


26,189,360 


25,000,000 


9,083,208 


$64,883,220 
5/97 9a 


$ 1,000,000 
467,130 
3,019,348 
10,219,002 
81,675 


$ 14,787,155 


2,828,300 


53,000,000 
Dol, sor 


60,272,568 


70,862,378 
$202,281 ,968 


vision has not been made in this balance sheet for payments to stockholders who shall object 
to the Agreement of Merger; see “Rights of Dissatisfied Stockholders” in this proxy statement. 
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SUNRAY OIL CORPORATION 


TRANSWESTERN OIL COMPANY (merged into Sunray as of August 2, 1946) 


PACIFIC WESTERN OIL CORPORATION AND SUBSIDIARY 


GEORGE F. GETTY, INC. (merged into Pacific as of May 31, 1946) AND SUBSIDIARY 


MISSION CORPORATION 


PRO FORMA STATEMENT OF COMBINED INCOME FOR 1946 


GIVING EFFECT TO ADJUSTMENTS RECITED IN NOTES BELOW 


(not examined by independent public accountants) 


(Grosowe Petal ine WCOMIC. ssc. csccce ces eee ee ee ee ee 


Operating charges: 
Cost and operating expenses, except items shown below.................... 
Depreciation vat depletiaiis sees 2: ee eee ne 
Abandonments, etc., less net profits from sales of properties.............. 
Selig, ceneraland administtative expelises... ee 


Oj ora e iuneics pole jints. eae eee ane ae eee een ORE. 


Other income: 
ID iviclendsy Ome imy estinentertian Ske) \\peee eee eee 
Hee le Tagen Sew. eoeee ntre ce ee cae ae eS 


Other deductions: 
mterest ote iatided: depts 22... -.2s.- es... 2:2 ee nc ee 
PAUMOTLIZauGMaGe imlalcing@ ees pense: .....2.0 02-2. eee 
Wileriikercs te eee ee ee co 
BSC Uti Sate e werent oe ce Reee Ee od no one ae La eo 2 


lpraniciom Or taxes Oi 1MCOMEC. a 6c..c- cscs oo scares ca ee 


$14,370,117 
7 868,632 
2,020,935 


2,734,852 


$ 1,165,314 


79,249 


$ 1,451,250 
36,881 
68,495 


Net income, before increase in equity in undistributed profits of Skelly... 


Add, Increase in equity in undistributed profits of Skelly................---. 


IMUSIC: ET SOBE oe ae ene (nt ROTI 


Net income per share of Sunray common stock: 


cluding equity in undistributed profits of Skelly... 
inghiding equimy im undistributed pronts or Skelly. 2. 


Notes: 


$33,708,714 


26,994,536 


$ 6,714,178 


1,244,563 


$ 7,958,741 


Wevagi ical 


$0385, 070 


TEG225 


$ 5,500,367 


4,836,572 


$10,386,939 


This statement is based on the accompanying 1946 statements of income of Sunray, Transwestern, 
Pacific, George F. Getty, Inc., and Mission and should be read in conjunction with such statements 


including the notes thereto. 
Adjustments have been made in respect of the following: 


1. Depreciation and depletion have been recomputed to give effect to the increased cost to 


Sunray of Transwestern’s and Pacific’s properties; 


2. Interest charges at the assumed rates of 3% and 174% on the new debentures and the new 
note, respectively, for a full year have been substituted for the actual interest on Sunray’s 


funded debt in 1946: 


3. Income from the investment in Tide Water has been eliminated; 


ie 


Intercompany dividends have been eliminated ; 


5. Transwestern’s royalty income for the period prior to its merger into Sunray has been elimi- 


nated together with direct royalty expenses ; 


6. Adjustment has been made for amortization of financing expense; 
7. Income taxes have been recomputed to reflect the foregoing adjustments. 


No adjustments have been made for currently higher prices of oil, 


for higher operating costs for wages, materials, etc. 


+t 


gas and refined products, or 


ee 


